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TVI PACIFIC INC. isa publicly-listed (TSX:TVI) Canadian mining company focused on exploring and producing precious 
and base metals profitably from district scale - large system, high margin projects located in China and the Philippines. 


TVI has put together a team of people with exceptional depth of experience in all aspects of mining and exploration. Strong 
relationships and strategic alliances in China and the Philippines have validated TVI as a business partner of choice with 
integrity, concerned with creating economic opportunity for the local people and improving their environment through job 
creation and environmental cleanup programs. 


The Company has assembled an impressive portfolio of properties covering an area of 114 km? in China and approximately 
5,000 km? in the Philippines. Additional property acquisitions in China are forthcoming. 


In China, IVI operates through its wholly-owned subsidiary, Hunan Pacific Geological Exploration Inc., a Wholly Foreign Owned 
Enterprise, a form of business registration which permits TVI to own 100% of projects it acquires. 


TVIs flagship project in China, Shuikoushan, is at an advanced stage of exploration 
with substantial existing reported resources, including approximately 1.5 million 

G5) ounces of gold at its main target, Xianrenyan. There is exceptional potential for the 
discovery of multiple, world-class gold deposits. A major exploration program, 
including drilling, is currently underway. 


TVl's main project in the Philippines, Canatuan, is a polymetallic copper, zinc, gold and silver - rich Voleanogenic Massive 
Sulphide orebody. An existing oxide processing plant is currently being expanded in order to allow mining of raw oxide ore and 
processing at an initial rate of 125 tod commencing in June, 2004. Further expansion of the oxide plant to a final throughput 
of 800 tpd is planned in stages with sulphide ore being mined and processed at a later date. TVI controls extensive mineral 
rights along a 40 km strike length in the Canatuan area which has excellent potential for the discovery of additional deposits. 


TVI owns a 2.5% NSR royalty interest in the Rapu Rapu polymetallic Project, also located in the Philippines. This project is 
currently in the construction phase with a first gold pour expected in early 2005, at which time TVI's royalty will begin to 
produce cash flow. 


EDCO, TVI's wholly-owned drilling, engineering and project management subsidiary, with a modern fleet of 22 drills, generates 
significant cash flow from commercial contracts for clients throughout southeast Asia and provides services for TVI's projects. 
Strategically headquartered in Cebu, Philippines, shipping and setup time is minimized, allowing it ready access to projects in 
the Asia Pacific area. 


TVI Pacific Inc. continues to make significant progress in becoming a diversified, international mining company. The Company 
is well-positioned to capitalize on improving market conditions for exploration and mining with its systematic and diligent 
approach to property acquisition, exploration and development, while adhering to its best practices approach to environmental 
and social stewardship. The Company is proceeding through 2004 with renewed confidence in its prospects for exceptional 
near-term growth. ; 
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MESSAGE TO SHAREHOLDERS 


DEAR FELLOW SHAREHOLDERS, 2003 wasa year filled with many accomplishments 
and confirmation for your company. In China we received national government approval for our 
flagship Shuikoushan Gold Project and were given approval to establish our 100% owned 
operating subsidiary, Hunan Pacific Geological Exploration Inc., the first Wholly Foreign Owned 
Enterprise in the mining sector. On our Shuikoushan Project we began the first phase of a major 
exploration program we have planned to initially confirm and expand the 1.5 million ounce gold 
resource reported at our primary target, the Xianrenyan Resource Target. At Canatuan by yearend 
we had substantially completed the re-processing of the small scale miner tails, issued a new 
resource update on the orebody, completed most of the engineering and planning required for the 
next phase of future expansion, and most importantly concluded a comprehensive Memorandum 
of Agreement with our local partners, the Subanen. The Rapu Rapu Project, in which we have an 
important 2.5% NSR royalty, advanced substantially. By year end, initial construction had 
commenced with a goal of pouring first gold in early 2005. EDCO, our wholly-owned drilling 
subsidiary, had a good year in 2003 and generated cashflow of $569,387 from contract operations. 
The fleet was expanded to prepare for anticipated contracts in 2004. Lastly, our shareholder base grew substantially from 
approximately 5700 shareholders in 2002 to 10,000 in 2003, with our share price seeing a significant increase, no doubt due 
in part to recognition of our progress. 


Both the precious and base metals sectors, especially the gold, silver, copper and zinc components, saw a strong improvement 
in commodity prices and investor attention resulting in better equity prices and strong interest in resource company financings. 
Much of the focus on precious metal stocks came from a growing concern worldwide for the apparent out of control triple 
deficits in the US, resulting in a declining dollar. At the same time, economic growth in Asia, and particularly in China and India, 
has increased demand for all metals. China has become an attractive destination for resource development as the world 
witnesses the impact of growing demand for metal commodities needed to feed the very rapid growth in its economy. 


TVI RECEIVES LANDMARK WOFE OPERATING STATUS IN CHINA On November 17th, 2003, TVI 
received landmark approval from the Chinese Government to form a Wholly Foreign Owned Enterprise (WOFE) operating 
vehicle. Our wholly-owned enterprise, Hunan Pacific Geological Exploration Inc. ("Hunan"), gives TVI the option of 100% 
property ownership and complete autonomy over exploration planning, operations and expenditures. This structure offers 
greater latitude and freedom in pursuing mining opportunities in China. TVI can now acquire a “Qualified Explorer License" 
permitting Hunan to register exploration licenses anywhere in China, in its own name. TVI can freely import equipment and 
expand EDCO contract drilling operations under Hunan anywhere in China. By operating both exploration and drilling divisions 
in China under Hunan Pacific, drilling service income can be offset by exploration costs, reducing taxes and freeing-up cash for 
further exploration of TVI properties in China. Equipment and material imported for TVI's own exploration or drilling activities 
will not have any import restrictions or encumbrances. This means significant savings in time and money for the Company. 


SHUIKOUSHAN PROJECT APPROVED - EXPLORATION BEGINS The Shuikoushan Gold Project 
received its final approval from the national government. As a result, TVI mobilized three EDCO rigs in preparation for a major 
exploration program which will include 6,600 meters of core drilling. The main focus of this program will be to confirm the 
distribution, grade and tonnage of the Xianrenyan gold resource target area, reported by Geological Team 217, our business 
associate, to be 12 million tonnes at a grade of 3.8 g/t, containing approximately 1.5 million ounces of gold. Based on a field 
program conducted on the Shuikoushan Project during the year, two new target areas with major gold potential were identified 
immediately North and South of the Xianrenyan Gold Deposit Area. Five additional gold target areas were also identified 
outside of the Xianrenyan area. 
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LO! SIGNED ON EXPLORATION LICENCES IN PINGBAO AREA [In September, 2003, a Letter of Intent 
was signed with the Hunan Bureau of Non-Ferrous Geological Exploration ("HNF") for three large gold exploration areas south 
of the Shuikoushan District in the Shuikoushan/Wianghualing Mineral Belt. The three areas covered in the Letter of Intent are 
the Pingbao, Tanjie-Ouchong, and the Tohngshanling Districts. TVI has one year in which to examine these areas with the option 
of acquiring 100% of the exploration licenses from HNF. The LOI will potentially give TVI the opportunity to consolidate large 
land packages within the Shuikoushan/Wianghualing Mineral Belt in order to begin gold exploration in this area. 


TVI Anticipates Further Acquisitions in China. The New Project Acquisition Team is 
currently assembling land positions on six new district-scale, large system projects 
located in five provinces. The relationships that the Company has developed in China 
are the backbone of this endeavor, and are allowing us to investigate opportunities 
previously unavailable to foreign companies. We look forward to announcing these 
new additions to TVI’s portfolio. 


CANATUAN PROJECT PROGRESSES WELL Re-processing of the small scale miner tailings in the enhanced 
Canatuan oxide plant which began in November 2002 resulted in the first gold and silver dore pours in January 2003. The dore 
bars were shipped to the Heraeus refinery in Hong Kong for smelting and refining. The re-processing program was completed 
in January, 2004 with a final dore shipment in mid February. With the completion of the tailings re-processing program, IVI 
began the Phase 1a project expansion plan which will result in gossan ore mining and processing at a nominal 125 tpd 
throughput rate expected to commence in June, 2004. An updated resource estimate was completed on the Canatuan orebody 
by Norwest Corporation in November which compared favorably with previous studies. An updated, full feasibility study was 
commenced in December, to be completed by the end of June. 


TVI'S COMMITMENT TO THE LOCAL COMMUNITY IS SHOWING GOOD SUCCESS One of the 
most important developments in 2003 was the signing of the Memorandum of Agreement with our local partners, the Subanen 
at Canatuan. This agreement outlines the manner in which TVI and the Subanen will work together and the benefits to be 
received by the Subanen from the Canatuan project. Numerous advances were made in 2003 in a variety of community and 
social development programs undertaken by TVI in the Canatuan area. Of special importance are the programs of the TVI 
Community Development Organisation which is bringing health, education and “livelihood development" initiatives to the 
Canatuan indigenous community and the Integrated Forestry program. 


TVI'S NSR ROYALTY INTEREST IN RAPU RAPU CONTINUES TO GROW IN VALUE TVI's 2.5% 
Net Smelter Return Royalty ("NSR") in the Rapu Rapu project continues to grow in value. Project finance commitment from a 
banking consortium led by N M Rothschild €& Sons (Australia) Limited to provide US $35M in debt financing signaled a major 
vote of confidence in the project. In an effort to accelerate project development, mine construction was started in advance of 
formal bank financing approval. First gold production is expected to commence in early 2005 with first cash flow to TVI to 
begin in the first quarter of 2005. Copper and zinc concentrate production should begin five months later. 


TVI’S DRILLING SUBSIDIARY, EDCO, EXPERIENCING STRONG GROWTH Since 1995 EDCO has 
provided modern, quality core drilling and associated services to its many clients in the Asian region, especially in the 
Philippines and China. With the dramatic increase in exploration and mining activity in Southeast Asia, EDCO has increased its 
rig count and rig utilization. This resulted in increased revenues and cash flow during the past year. In response to the rapidly 
improving base and precious metals mining climate in Asia a number of new drilling contracts were signed for clients in China 
and the Philippines in 2003. EDCO completed a 45 hole drill program for TVI at Canatuan and is currently drilling at 
Shuikoushan for the company. Southwestern Resources Corporation (SWG) discovery in Yunnan province has sparked interest 
for other mining companies to explore in China. EDCO provided core drilling for SWG continuously during 2003 and with the 
signing of a new contract at the beginning of 2004 will be busy throughout the year. The assets of the Philippine-based drilling 
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company, Asia-Pacific Drilling Corporation (ASPAC), were acquired by EDCO at the beginning of the year. As a result, 6 drills 
and associated equipment have been added to the fleet. Later in the year the purchase of a Reverse Circular rig brought the 
fleet to a total of 22, giving EDCO a broad range of available equipment. 


TVI COMPLETES TWO FINANCINGS TVI completed two financings in 2003, one in March and one in November. 
The cumulative gross proceeds raised were $5.79 million and a total of 80,068,047 common shares and common share 
purchase warrants were issued. The proceeds from the financings were used to accelerate mineral exploration plans in China 
and retire $1.6 million of debt. TVI has recently signed an engagement letter with Haywood Securities to raise another 
$2.5 million in equity by issuing units consisting of one common share and one half share purchase warrant. These proceeds 
will also be used to further accelerate mineral exploration plans in China, pay for Canatuan development, and add to general 
working capital. 


TVI SHAREHOLDER BASE INCREASES DRAMATICALLY, LIQUIDITY INCREASES AND 
SHARE PRICE RISES TV's shareholder base grew dramatically throughout 2003 from approximately 5700 to 10,000 
shareholders. Most of this growth was in the retail sector, however, TVI is now owned by a number of institutional investors. 
Liquidity also increased in 2003. More than 450 million shares were traded in 2003, representing 145% of the total issued 
shares. With both the increase in total shareholders and liquidity, our share price also rose dramatically from .6 to .25, 
representing a 400% increase. All of this growth no doubt reflects the progress we have made in growing the Company. 


TVI HAS INCREASINGLY POSITIVE OUTLOOK FOR GROWTH AND VALUE TVI has accomplished 
a great deal over the last year, and expects to experience growth in the near term, as our projects mature. As this develops, we 
will continue to communicate our progress to shareholders and the market. We are confident that the value of the Company 
will reflect the progress we are making, and that all of our patience and efforts will be rewarded. 


| would like to express my appreciation to all shareholders, directors and employees for their continued efforts and 
contributions to the ongoing development of TVI into a truly world-class mining company. 


On behalf of the Board of Directors, 


Les: 


Clifford M. James 

President and Chief Executive Officer 
Calgary, Alberta 

May, 2004 
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THE PEOPLE’S REPUBLIC OF CHINA 


CHINA, DRAMATIC INCREASE IN INVESTORS' FOCUS The last twelve months have witnessed a strong vindication of TVI's early 
entry into the People's Republic of China (PRC), as the number of foreign companies seeking to invest in all aspects of the 
country's mineral sector has increased dramatically. They, like TVI, have been drawn to China primarily because of its vast, yet 
underdeveloped, mineral potential, but also because of the improving investment climate. 


China has become an increasingly liberalized and stable environment in which to do business, and as a recent member of the 
WTO, is subject to a number of international standards and regulations governing trade and the way commercial transactions 
are conducted. 


The Chinese government has made mineral development one of its top economic priorities, and has been very receptive to 
foreign involvement in its exploration industry. As a result, a number of potentially ‘world-class’ projects are now available on 
attractive terms, many of which are near already well-developed infrastructure for mining. In early 2003, TVI established a 
Representative Office in Beijing, PRC, at the Institute of Geology for Minerals Resources. The Representative Office provides TVI 
with an official presence in China and allows the Company access to geologic data and governmental organizations. 


Tvl's direct investment in the country is being made through a recently established wholly-owned foreign (WOFE) local 
subsidiary, Hunan Pacific Geological Exploration Ltd. ("Hunan Pacific"), which maintains an office and operating premises in 
Songbai, Hunan Province. TVI is the first company in the minerals sector to have such a corporate structure approved by the 
National Government. Hunan Pacific is deemed to be a domestic corporation, and as such will be able to directly apply for 
exploration rights. Hunan is already enjoying the flexibility of being able to operate without the constraints of a sino 
joint-venture, under which all other foreign mining investors are currently working. TVI's drilling services will operate as a 
branch of Hunan Pacific. This has the advantage of allowing TVI's exploration expenses to be offset against drilling income 
which reduces taxes and will allow TVI to drill more meters on its own properties for each exploration dollar spent. 


The building of relationships and networks over the past six years plays a 
crucial role in the level of success that TVI has achieved while operating in 
China. The ability of TVI’s management and technical team to conduct 
x1) business under Chinese terms, with full appreciation of local culture and 
customs, has enabled the Company to achieve remarkable early success in 


establishing itself there without any of the problems that have commonly 
been viewed by others as barriers to entry. 
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TVI is well-positioned to participate in the improving investment 
climate, and to increase in value as a consequence. 


THE SHUIKOUSHAN PROJECT, EXCELLENT PROGRESS AND FUTURE PLANS 


TV's Shuikoushan Gold Project is located within a regional mineral belt with a strike length of over 500 km, which hosts 
numerous large base metal and gold deposits, and is thought to be amenable to hosting very large gold deposits in the 100 
Tonne (3.5 million oz gold) range. TVI has identified a number of exploration targets within the Shuikoushan Project area that 
have the potential for the discovery of large-scale Carlin - type, silica-gold replacement and epithermal quartz gold-silver 
deposits. 


Two potentially major deposits have already been partially outlined by previous exploration; the Longwanshan mine area with 
a reported resource of 41 tonnes (1.3 million.oz gold) and TVI's main exploration target, Xianrenyan, which has a reported 
resource of 46 tonnes (1.5 million oz gold). TVI's exploration objectives are to confirm and substantially increase the target 
resource and to find new deposits, offering the Company the potential for developing Shuikoushan into a gold project of 
world-class stature. 


Numerous mining, smelting, and milling operations are concentrated in the immediate vicinity of TVI's Shuikoushan property. 
The mining industry is a key component of the local economy. Infrastructure needed to support a large-scale exploration and 
development project is well established. 


Within the Shuikoushan project area itself, extensive small-scale mining activity and identified mineralization are spread over 
a 10 by 15 km area. Exploration data collected by previous license holders has been consolidated and thoroughly analyzed by 
TVI's technical team, and together with results of the Company ‘s own data, has been independently reviewed by NorWest Mine 
Services Ltd. in preparing a technical report for the project. 


TENEMENT LOCATION, AND TENURE TV's interest in the Shuikoushan area consists of a number of adjoining 
property areas hosting significant gold mineralization in the heart of the Shuikoushan Polymetallic District, located 
approximately 150km south of Changsha City, the provincial capital of Hunan, south-east China. TVI has consolidated most of 
the properties of interest in the district into a single 114km? land package, held under two ‘Lease with Option to Purchase’ 
agreements with the 217 Team of Hunan Province Bureau of Non-Ferrous Geological Exploration and Hunan Province 
Changning City Xinda Mineral Ltd. The agreements allow the Company to earn a 100% interest in the property package over a 
five-year period. These agreements are the first of their kind in China, allowing TVI, as a foreign company, to own precious 
metal exploration licenses outright without resorting to a traditional joint venture legal structure. The agreements have been 
assigned to TVI's domestic wholly-owned subsidiary Hunan Pacific Geological Exploration Ltd. 


TVI continues to be very diligent in ensuring titles to its investments are secure. TVI's Shuikoushan Project itself and 
lease agreements have been approved at all government levels, including the national level, making it one of the very few 
foreign-controlled gold projects to have achieved such approval. 


REGIONAL GEOLOGICAL SETTING The Shuikoushan District lies on the southeastern margin of the Yangtze 
Platform at the intersection of northwest-trending and north-south trending deep basement fractures. The Project area occurs 
within a mid-Paleozoic to Cretaceous sedimentary sequence exposed along the southern margin of the Cretaceous to Eocene- 
age Hengyang Basin. The pre-Cretaceous section is folded along a N-S axis and is intruded by Jurassic to Early Cretaceous felsic 
stocks and sills. Low angle thrust and detachment faults disrupt the stratigraphic sequence and apparently postdate much of 
the intrusive activity. During the Cretaceous to Eocene periods, the region was subjected to E-W oriented tension, and a series 
of NNE-trending basin-and-range structures formed. These younger faults appear to control the distribution of dacite 
hypabyssal intrusives together with low-temperature silicification and much of the gold mineralization. At the district-scale, 
geophysical, isotope, and fluid inclusion data indicate that gold and base metal mineralization is most likely related to a 
porphyry copper-gold system at depth. 


TVI 
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TVl's gold targets on the 
Shuikoushan Project describe a spectrum that ranges from 
Carlin-style replacement of sedimentary rocks to vein-style 
colloform banded veins, currently observed as clasts in 
breccias. There occur several types of gold-bearing breccias 
on the property and some of these are likely related to 
intrusive activity of a porphyry affinity. ; 


Base metal mining, which accounts for most of the 
Shuikoushan District's historical production, has largely been 
derived from lead-zinc manto deposits concentrated in the 
central part of the district (Central District). Several 
epithermal-type gold deposits have recently been discovered 
in the low temperature halo surrounding the district's lead- 
zine core area. The gold deposits closest to the centre of the 
Central District occur within or adjacent to breccias related to 
magmatic activity. Clasts of colloform-banded quartz occur in 
one of these breccias, and have returned gold values up to 47 
g/t. Prior exploration activity by government entities outlined 
a resource of 20 Mt @ 2.1 g/t (1.3 M oz) in the southern part 
of the Central District. 


At a greater distance from the Central District, silica-gold 
replacement deposits have been discovered in a muddy 
limestone host. The mineralogy and geochemistry associated 
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with these lower-temperature deposits are consistent with 
Carlin-type gold systems. Paleozoic carbonate-rich sediments, 
cut by north-trending axial plane faults, host silica-gold 
replacement mineralization. Low angle thrusts, high angle 
northeast faults, and strongly altered porphyry granite 


intrusives provide secondary structural control over — 


mineralization. Gold mineralization is associated with 
jasperoid development and strong decalcification in limy 
units and strong clay alteration along shears. 


The best example of silica-gold replacement mineralization is 


seen at the Xianrenyan Resource Target (XRT) which forms a 


significant piece of TVI's land package at Shuikoushan 
and constitutes the main exploration target. Previous 
underground exploration, trenching, and drilling within 
the XRT area outlined a 12 million Tonne mineral deposit 
averaging 3.78 g/t gold reportedly containing approximately 
1.5 million ounces of gold. The mineralized zone is 1100m 
long and 60 to 260m wide, extending from the surface down 
to.a minimum depth of 160m. Samples collected by TVI within 
this zone have confirmed the presence of widespread gold 
mineralization, with gold values ranging from 0.35 to 
10.16 g/t. 
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AMENZHOU: 


2003 EXPLORATION PROGRAM The Company commenced its 2003 field mapping and sampling program in early 
June after approval for the Shuikoushan Gold Project had been received from the Ministry of Land and Resources. The 2003 
program was designed to gain a better understanding of the Xianrenyan gold resource (approximately 1.5 million ounces 
Au @ 3.78 g/t) reported by Geologic Team 217 ("Team 217") and to investigate potential extensions of the Xianrenyan 
mineralization. Within the Xianrenyan Resource Target area 340 samples were collected from outcrop, surface and 
underground workings, mine dumps, waste tailings, and float lines. An additional 140 samples were collected outside the XRT 
area for the purpose of identifying additional gold mineralization in the vicinity of Xianrenyan and investigating gold potential 
in other parts of TVI's land package. 


Part of TVI's sampling program concentrated on determining gold grades being mined by current and past operations in the 
XRT area as a way of checking Team 217’'s resource calculation (i.e. 1.5 million ounces Au @ 3.78 g/t). Samples of muck 
currently being mined and leached were collected from 15 different shaft and tunnel operations, and the values ranged from 
0.297g/t to 10.165 g/t Au. The Team 217 resource calculation employed a 1.00 g/t cutoff, so if this same cutoff parameter is 
applied to the material currently being mined in the XRT area, then an average grade of 3.47 g/t is obtained from 11 sample 
sites, which is very close to the 3.78 g/t resource grade calculated by Team 217. The current mining activity within the XRT area 
at the very least confirms the grade assumptions utilized by Team 217 In its resource calculation for Xianrenyan, and the 
widespread extent of this activity lends substantial credence to Team 217's tonnage assumptions as well. 


Surface samples collected north of the XRT area defined a N-S trending As-Sb-Hg anomaly belt 300 to 800m wide and 2500m 
long known as the "NX Anomaly". Samples collected in this area from tunnels and cuts excavated by local farmer-miners range 
between 0.318 to 4.772 g/t and average 1.498 g/t based on 7 samples from 3 separate sites. Team 217 drilled four holes in the 
zone, all of which carried anomalous gold. One of these holes encountered consistent gold mineralization averaging 0.43 g/t 
from 34.74m to 114.48m. In view of the gold mineralization encountered in this core hole, together with the small-scale mining 
activity and strong geochemical anomalies identified north and south of the hole, TVI feels the NX Anomaly hosts significant 
potential for discovering another Carlin-type deposit at least equal to the Xianrenyan gold resource in size and grade. TVI sees 
excellent potential for expanding the Xianrenyan deposit, extending it up to at least three kilometers northward along the 
Xianrenyan Anticline. 


Reconnaissance samples collected from outcrop and float lines south of the XRT identified an extensive As-Sb-Hg anomaly 
roughly 700m wide and a minimum 1500m long. This zone is known as the South Xianrenyan Anomaly ("SX Anomaly) and is 
contiguous with the Xianrenyan gold resource area. IVI feels the SX Anomaly also holds excellent potential for hosting another 
Xianrenyan-type deposit. In addition, reconnaissance samples collected off of the Xianrenyan Anticline in other parts of the 
Xianrenyan District identified five additional Carlin-type gold targets within TVI's land package. 


CURRENT EXPLORATION ACTIVITY, DRILLING TVI commenced a 6600m drill program at the Shuikoushan 
Gold Project in March, 2004. Exploration activity is currently focused on the Carlin-style XRT resource area, with a first phase 
program of five to six holes totaling approximately 1500m. The objective of this initial program is to confirm the reported 
resource, although definitive testing of the magnitude and grade of the resource will later require much more follow-up 
drilling. Drill-testing is focusing on a major structural zone which, up until recently, was extensively mined underground by 
artisanal workers. The details of the major structure are still to be identified, however it clearly represents a primary control on 
hydrothermal activity, as evidenced by the passive silica replacements and related brecciation observed along a continuous 
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strike length of approximately 6km. The XRT resource area sits approximately central to this alteration zone. The target is 
extensively oxidized, and due to its silica content, represents a topographic high which will equate to a reduced strip ratio 
should mining eventuate. 


Carlin-style deposits represent complex exploration targets. The results from the initial drill-program will allow TVI to better 
understand the local controls on higher-grade gold mineralization, and this will allow efficient drill-targeting north and south 
of the XRT resource area. In preparation for a second phase of drilling, a program of detailed mapping, soil and rock-sampling 
within the XRT area is underway. These activities will extend north and south from the XRT area, and the integrated results will 
facilitate the favorable siting of additional drill-holes. These holes will seek to increase the XRT resource area magnitude 
through the discovery of extensions in both directions. Success will add value to the company. 


FUTURE EXPLORATION ACTIVITY, ADJACENT EXPLORATION TARGETS As reported last year, the 
XRT resource area consisting of 12 Mt @ 3.8 g/t (approximately 1.5 M oz) is only one of a number of very attractive exploration 
targets within the Shuikoushan Project area, and under the company's control (see map of China with highlighted areas). TVI 
will start to explore these additional targets early in the second quarter of 2004, through a structured program of mapping, 
rock-chip sampling and soil geochemistry. Drill-testing of these additional targets will commence as soon as justified. 


Later in the year, TV! will begin a program to map the entire Shuikoushan Project area, integrating the work done at the XRT 
resource area and the outlying targets. By integrating all of our data we intend to prioritise all known targets, to identify where 
additional ones lie, and the significance of the buried porphyry potential. This data-integration will place TVI on an excellent 
footing for new discoveries in 2005 and further value creation. 


The analysis of this project’s exploration data, together with the Company’s 
own confirmatory sampling has indicated that Shuikoushan meets TVI’s 

acquisition criteria in every respect, especially in that it has the potential es 
for the discovery of one or more ‘world-class’ gold deposits. 


TVI's methods of exploration, using the Company's own drilling equipment with its improved core recovery and angle-drilling 
capabilities, hold promise for significantly upgrading the known gold deposits and for the discovery of new ones. These 
methodologies have not been applied by previous operators, and TVI believes that they will better determine the true potential 
of the deposits, and successfully advance their exploration and development. 


NEW PROJECT ACQUISITIONS TVI initiated its search for new projects in early 2003 with a focus on acquiring 
district-scale gold targets possessing world-class potential similar to Shuikoushan. In order to identify quality targets meeting 
TVI's criteria, the New Project Acquisition Team utilizes an extensive gold database together with numerous industry and 
government contacts cultivated over the past five years. To date, five Letters of Intent (LO!) have been signed for gold projects 
located in five different provinces. These new exploration projects range from advanced to early stage and cover a wide range 
of geologic environments. 


The first LOI was signed with the Hunan Bureau of Non-Ferrous Geological Exploration ("HNF") to explore three large gold and 
polymetallic districts located south of TVI's Shuikoushan Gold Project in Hunan Province. The three new exploration areas 
collectively total 1045 km? and significantly increase TVI's land position within the Shuikoushan-Xianghualing Mineral Belt - a 
major, regional structure that controls the distribution of gold-silver deposits and large copper-lead-zinc-tin mines in southern 
Hunan. Gold mineralization is related to large hydrothermal systems that developed around shallow, Mesozoic-age granitic 
stocks and sills. At a district scale, the various deposits display vertical and lateral metals zonation consistent with a collapsing 
porphyry copper system in which higher-temperature deposits are overprinted by lower-temperature deposits. The connection 
between gold mineralization and a collapsing porphyry-copper environment is important because it dramatically increases the 
potential for finding world-class deposits. The paragenetic sequence and styles of mineralization are very similar to those 
observed at TVI's Shuikoushan Gold Project, located 100 km to the north. Reconnaissance samples collected by TVI personnel 
have returned gold values up to 6.51 g/t Au, and field investigations directed toward evaluating the region's mineral potential 
are in progress. 
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THE PHILIPPINES 


TVI has been operating in the Philippines for the past eleven years, and has a project portfolio consisting of interests in a 
number of properties located throughout the country, including one now entering gold and silver production and others 
offering near-term production to longer-term grassroots exploration potential. 


The Philippines has a long history of geologic activity that has produced one of the largest repositories of mineral wealth in 


the world. Known to lie along the ‘Rim of Fire’, a region named for intense volcanic activity at the subducting and obducting 
plate margins of the Pacific Ocean, it is well known for its epithermal gold, porphyry gold-copper and volcanic-hosted massive 
sulphide deposits. 


TV has retained its portfolio of properties based on their high potential for the discovery of additional economic precious metal 
deposits, with the intent to advance their exploration and development at a future date. TVI’s most evolved interests in the 
Philippines are the Canatuan project, which processed small scale miner tails from November 2002 to January 2004 and is 
currently undergoing an expansion in order that mining of the raw gossan gold and silver - bearing ore can commence in June 
at a nominal rate of 125 tod, and the Rapu Rapu project (in which TVI retains a 2.5% NSR royalty interest), which is currently 
under construction and reportedly will pour first gold in early 2005. 


TV's highly prospective project portfolio in the Philippines 
includes Canatuan, which will commence mining and 


processing of gold and silver — rich gossan ore in mid 2004, 


and a 2.5% NSR royalty interest in Rapu Rapu, which is 
y expected to pour first gold in early 2005. There are 12 other 


\ | properties offering longer-term exploration potential. 
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CANATUAN PROJECT READY TO BEGIN GOSSAN MINING AND PROCESSING 


The Canatuan Project is TVls most advanced project in the Philippines. Small scale miner tailings were re-processed from 
November 2002 to January 2004. Mining and processing of gold and silver-rich gossan ore will begin in June of 2004. The 
project commenced operations by re-processing small-scale miner tailings, extracting significant amounts of metal while 
removing waste mercury and cyanide before it escapes into the environment. Revenue from operations is expected to continue 
growing as the project develops into full scale mining of the gossan and polymetiallic sulphide reserves, and as further 
exploration identifies additional zones of mineralization along the Volcanic Massive Sulphide trend's 40km strike length. 
The project retains high rates of return on investment and remains a very attractive component of the Company's 
property portfolio. 


The Canatuan property is located east of the town of Siocon, Zamboanga del Norte, on the island of Mindanao, approximately 
800 km south of Manila. The property comprises two Exploration Permit Application areas totalling 324 km? and three claim 
blocks totalling approximately 47 km. The main claim block, within which the main deposit is located, covers 5 km? in the 
south-central portion of the property and is encompassed by a Mineral Production Sharing Agreement (MPSA). TVI has a 100% 
interest in the property subject to a 1% royalty retained by a former claim owner and a 12.5% back-in right by Benguet 
Corporation, which is not expected to be exercised. 


THE MAIN DEPOSIT AREA AND PRODUCTION PLAN The Canatuan property is located within a 
northeast-trending belt of Tungauan schists that host the massive sulphide and oxide (gossan) lenses comprising the Canatuan 
deposit. The deposit is arcuate in shape with a strike length of approximately 825m and a width of 150m to 300m. 


In exploring Canatuan, TVI conducted an extensive program of topographical mapping, surface geological mapping, surface 
diamond drilling and test pitting. Underground mapping and sampling of small scale mine workings was also carried out. 
A total of 147 diamond drill holes were completed with an aggregate length of 5,160m as well as 113 vertical test pits 
totaling 907m. 


In 1996, a feasibility study for the Canatuan project was conducted by Kilborn International, an independent engineering 
consulting company. Mineral reserves were computed from the geostatistical block model reserve base for the main ore zone 
within the established open pit limits, utilizing a $20 NSR block cut-off value. The total open pit mineable reserves were 
estimated at that time to be: 


Grade 
Ore Type Tonnes Au (g/t) Ag (g/t) Cu (%) Zn (%) 
Gossan 827,000 3.98 141.1 - - 
Sulphide 1,497,000 1.26 58.4 2.87 PANG 
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The Canatuan mine plan was originally developed on the basis of mining the precious metal reserves (oxides) first, followed by 
the base metal reserves (sulphides). The oxide ore was to be processed at 1,850 tonnes per day (tpd) for two years followed by 
sulphide ore processed at 850 tod for an additional five years. The development of this scenario was proceeding well, having 
all major permits granted to begin construction and production, and having operated a small-scale (50, then 80tpd) oxide plant 
throughout 1997. 


The dramatic decline in the price of gold and other metals beginning in 1997, coupled with several industry scandals resulted 
in a considerable reduction in investment in junior mining companies and, as a result, the amount required for the equity 
portion of project financing became unavailable to TVI. As a result, the Company began to consider various alternative 
production scenarios. 


TVI has since proceeded with a project plan that offers the highest rate of return against a minimum of investment, whereby 
the existing plant that the Company operated in 1997 has been rehabilitated, upgraded and put into operation as the first stage 
of a continuous multi-phase development plan. 


CANATUAN ENVIRONMENTAL CLEAN-UP PROGRAM SUCCESSFULLY COMPLETED 
The re-processing of small-scale miners’ tailings was completed at the end of January 2004. Re-processing began in November 
2002 and was completed in 14 months. Total production figures were: 


Ore Tonnes Processed Gold Grade g/t Au Silver Grade g/t Ag Refinery Ounces Au Refinery Ounces Ag 
OTR US GET Ee a A a 
23,000 6.15 198 3,500 82,000 


All small-scale miner tailings ponds within the Canatuan area were cleaned up during this 14-month period and 14 kilograms 
of mercury were removed while residual cyanide pollutants were destroyed by the cyanide destruction process of the Canatuan 
mill circuit, prior to discharge as tailings. 


Production showed marked improvement in the second half of 2004. Tonnes milled and tailings haulage increased greatly, as 
did metal produced. Approximately 13,500 dry metric tonnes (dmt) of tailings were processed in the second half of 2003 vs. 
8,000 tonnes processed in the first half of 2003: The second half average daily throughput was 80 dmt vs. 45 dmt in the first 
half. Approximately 2,000 ounces of gold and 48,400 ounces of silver were produced in the second half vs. 1,100 ounces of 
gold and 24,300 ounces of silver in the first half of the year. The tenor of the tailings grade showed remarkable consistency, 
given the fact that mine tailings were processed from all parts of the gossan deposit. This is positive for future mining because 
ore grades to date have been consistently distributed throughout the orebody. This should facilitate constant metal production 
rates through the life of the gossan (oxide) deposit. 
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NEW RESOURCE ESTIMATE COMPLETED A new resource estimate was completed in May, 2004 for the 
Canatuan deposit. This updated resource was prepared in compliance with the Canadian National Instrument 43-101 and Form 
43-101F1. A total of 192 drillholes and 130 test pits were used to define and quantify the resource tabulated below. This 
resource compares favorably with historic resource estimates for the Canatuan deposit. 


Updated, mineable reserves will be released in the second quarter of 2004, incorporating the results of the drilling program 
that was finished in early March 2004. 


Updated Gossan Resource Estimate 
TABLE 1 
Canatuan Deposit Gossan Resources 


Gossan Deposit At 2.5 g/t Au Equivalent Cutoff 


Classification Tonnes Au g/t Ag g/t Au g/t Equivalent 
Measured 165,525 4.50 125.0 S07 
Indicated 799,238 3.67 146.3 hil 7/ 
Inferred 18,499 4.33 147.0 5.85 
Meas. & Ind. 964,763 3.81 142.6 PT 


Updated Sulphide Resource Estimate 
TABLE 2 
Canatuan Deposit Sulphide Resources 


Sulphide Deposit At 2.5% Copper Equivalent Cutoff 


Classification Tonnes Cu Equiv. % Cu% Zn% Au g/t Ag g/t 
Measured 8,925 6.18 3.83 0.84 128 116.9 
Indicated 1,403,596 4.4) 2.60 1.61 1.06 63.2 
Inferred 57,375 4.15 2.49 BRS 1.24 hess 
Meas. & Ind. 1,412,521 4.42 2.60 1.61 1.07 63.6 


TVI has since proceeded with a project plan that offers the 
highest rate of return against a minimum of investment, whereby 
the existing plant that the Company operated in 1997 has been 


rehabilitated, upgraded and put into operation as the first stage 
of a continuous multi-phase development plan. 


Ag 


TVI Pacific Inc. 15 Annual Report 2003 


PHASE 1A EXPANSION UNDERWAY WITH PRODUCTION TO START MID YEAR 2004 
Engineering and planning for the Phase 1A expansion to nominal 125 dmt per day mill production was completed in 2003. 
Phase 1A expansion will include: 


* Mobilization of mining contractor to begin initial open-pit mining of the Canatuan orebody. 

® Installation of an 8' x 9’ ball mill that was purchased in late 2003. 

® Installation of a jaw crusher or portable crusher. 

* Upgrade of the back-end of the processing plant to increase overall silver and gold recoveries. 

® Raising of existing tailings dam to increase storage capacity and construction of a new tailings impoundment facility 
downstream of the existing facility. Total storage capacity should be approximately 8 months of mill production. 


By March 2004, the ball mill and leach tank foundations had been poured and work continued on remaining plant upgrades. 
The external 1.1 km haul road was completed and all major sediment control structures had been constructed. Despite some 
contractor delays, Phase 1A production should begin before the end of the 2nd Quarter of 2004 and continue uninterrupted 
through the Phase 2 expansion. The starter pit design has been finalized and this pit contains reserves of 81,000 tonnes of ore 
at average grades of 5.2 g/t Au and 90 g/t Ag, with a strip ratio of 1.7 tonnes waste:1 tonne ore. 


FUTURE EXPANSION PLANS Phase 2 expansion will increase the plant capacity to nominal 250 dmt per day mill 
production. It is anticipated that this expansion will be completed approximately 2-3 months after the beginning of Phase 1A 
production. Phase 2 expansion will predominantly consist of expanded tankage for leaching; installation of a larger thickener; 
and installation of a Merrill-Crowe plant to improve metal recoveries, particularly silver, upstream of the hybrid CIP/CIL carbon 
circuit. Current planning projects 250 dmt per day production through the 3rd quarter of 2005, at which time it is anticipated 
that the plant will be expanded to a nominal 700-800 dmt per day milling rate. This phased production is consistent with TVI’s 
philosophy of optimizing the project's progression to increased production and revenue while minimizing and balancing capital 
expenditures. The phased planning will also ensure the continuity of production throughout the mining of the oxide deposit. 
Total capital expenditure through Phase 2 is estimated at $US 4.4 million and capital to reach 700-800 dmt per day is currently 
estimated at $US 7.5 million. 


Concurrent with the engineering and construction being done for Phase 1A and 2, a definitive feasibility study for the entire 
Canatuan orebody (oxide and sulphide) is being completed. This will incorporate the results of the 45 holes drilled in 2004 
(approximately 1800 meters drilled) and provide a new reserve base and economics for Canatuan. At current metal prices, 
similar to those used in a 1996 study, it is expected that the 2004 study will also demonstrate robust economics with a high 
rate of return against a minimum of investment. 


Furthermore, the anticipation remains that, while the oxides are being mined and processed, a new sulphide plant will be 
designed, financed, and built to produce copper and zinc concentrates (with significant gold and silver values) from the 
sulphide portion of the orebody. 
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EXPLORATION POTENTIAL AND PLANS The geological environment of the Canatuan deposit is typical of 
other voleanic-hosted massive sulphide (VMS) deposit areas worldwide. Mineralization occurs in discrete deposits in the acid 
phase of the volcanic sequence, a sequence that is extensively developed at Canatuan. The most important observation from 
other similar areas of the world is that this type of deposit commonly occurs in clusters, each often large enough to support 
an individual mining operation. Together, they may form a significant mining ‘camp’ 


Exploration efforts to-date have been focused on the immediate area of the main Canatuan deposit, including geochemical 
and geophysical surveys which indicate that the mineralized host horizon continues along strike both to the north and south. 
Two significant prospects, Malusok and SE Malusok, have already been identified on the property and have undergone 
preliminary drilling. Other, largely unexplored prospects include Sukol, Lingcangot, S.W. Canatuan, Matigdao and Palali-an, all 
of which are located along a 40km strike length of prospective stratigraphy. 


During 2002, TVI was awarded a two-year extension to the exploration period for the Mineral Production Sharing Agreement 
(MPSA) encompassing the Canatuan project area (approximately 20 years remain on the MPSA term). During the oxide 
production phases of the project, TV! will conduct an exploration program that is expected to add to the project's overall 
resource base, both within the MPSA and the other Canatuan claim blocks. An analysis of exploration work on the Canatuan 
property performed by TVI has indicated that there is excellent potential to increase the project's resource base, thereby 
extending it's life significantly by processing any new discoveries in the plants that will already have been operating on 
the site. 
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The Canatuan deposit is located within a volcanic-hosted massive sulphide 
trend with a strike length of 40km. Multiple zones of mineralization have 
already been identified during previous exploration work, and the region has 
the potential to become a major mining ‘camp’ 
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TVI'S COMMITMENT TO ENVIRONMENTAL PROTECTION AND SOCIAL STEWARDSHIP 


Social engagement and the alleviation of environmental 
impact are key priorities for TVI in all of its operations. 
The Company strives to be an industry leader in this 
respect, taking a ‘best practices’ approach to gaining the 
acceptance of its host communities from the earliest stages 
of project activity. 


Mining and exploration companies are inherently transitory 
with respect to their properties and projects, essentially 
‘leasing’ mineral rights from the host country and local 
communities in order to conduct their operations. 


Recognizing this, TVI believes that it must both minimize any 
detrimental impacts of its presence on any property and 
provide tangible and sustainable benefits for the people 
and communities affected by it. To this end, the Company 
follows a strict, self-imposed policy governing the integration 
of operations into the community and ecosystem, 
endeavoring to ensure that the region will be positively 
affected by its presence. 


At year-end, 2003, TVI was operating in the Philippines and 
exploring in China. These are on-the-ground activities where 
Policy meets Action and in some cases Action meets 
Challenge. TVI has excelled in putting plans into action, and 
meeting the challenges. 


Our Policies are well known: 


© Exemplary Environmental Management and Environmental 
Protection; and 
® Proactive Social Stewardship. 


In addition, TVI is moving forward with a global movement of 
companies committed to the principles of Corporate 
Social Responsibility (CSR): the integration of business 
operations and values, whereby the interests of all 
stakeholders including investors, customers, employees, 
communities and the environment are reflected in the 


company's policies and actions. 


PUTTING THE POLICIES INTO ACTION - 2003 
EXEMPLARY ENVIRONMENTAL MANAGEMENT 


Highlights 

© Environmental Clean-up Program of small-scale miner 
tailings 

© Constant monitoring and testing demonstrate 


environmentally clean and safe operation 
© Integrated Forestry program moving forward 


In one sense, the entirety of TVI's 2003 Canatuan operation 
was an Environmental Management and Protection program. 
The complete rationale of the program was to clean up the 
mercury and cyanide-contaminated tailings left behind by 
the small-scale miners, at the same time recovering the gold 
and silver resources left behind by the crude small-scale 
technologies, the sale of which contributed to the cost of 
the cleanup. 


Under the cleanup program, TVI purchased sacks of cyanide 
and mercury-polluted tailings from small-scale miners and 
processed them in TVI's Canatuan mill, which had previously 
been used as a Pilot Plant to test the viability of the long-term 
mining project. As a result, the cyanide and mercury that 
were used in the illegal rod-mills and cyanide plants will no 
longer be a threat to the downstream river systems and the 
Siocon environment. 


TVI estimates that it has processed over one million sacks of 
tailings, amounting to over 24,000 tonnes of material, during 
the yearlong program. The program removed 14 kilograms of 
mercury and destroyed the cyanide pollutants using the 
recycling cyanide destruct tanks of the modern Canatuan mill. 


The tailings impoundment, built to international engineering 
standards, and the surrounding watershed were monitored 
and tested on a monthly basis to ensure there were no leaks 
or environmental effects. 
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The TV! Nursery was established and currently boasts several 
thousand seedlings, which are already being transplanted for 
use in erosion control and slope stabilisation, related to the 
new mine construction. 


The Nursery is managed by TVI's full-time registered Forester, 
Sudai Dandana, a young Subana woman from the local 
Canatuan indigenous peoples community. 


Finally, the TVI garden, an initiative of the SCAA security 
personnel, is already producing vegetables for the project 
mess halls, fertilised by nitrogen-rich debris screened from 
scrubbing the small-scale miner tailings. 


PROACTIVE SOCIAL STEWARDSHIP 
Highlights 


e TVI volunteers to enter a Memorandum of Agreement 
(MOA) with the Subanen Indigenous People’s community 
at Canatuan 

e The TVI Community Development Organisation brings 
health, education and “livelihood development" programs 
to the Indigenous community 

© Support for the Philippine President's KALAHI initiative 

© Dismantling of the small-scale miner operations 

© Bringing Security to the people of a conflict-affected 
region 


A mining project in the heart of a remote community of 
Indigenous People is a challenge. But it is also an opportunity 
to generate innovative ways of bringing positive and 
sustainable economic and social development to an otherwise 
disadvantaged people. 


MEMORANDUM OF AGREEMENT (MOA) 
Canatuan is located in the semi-mountainous, forested area 
of the Zamboanga Peninsula, Mindanao Island, Philippines. 
The Indigenous People of the hills are the semi-nomadic 
Subanen tribes - people who have been displaced from the 
coastal areas, historically, by the influx of both Muslim 


and Christian populations over time. At Canatuan the 
community consists of about 500 families, led by a 30-person 
Council of Elders. In November 2003, TVI Resource 
Development Philippines Inc. President Rey Magpantay 
signed an historic Memorandum of Agreement with the 
Siocon Subanen Association Inc. (SSAI) - the Philippine 
equivalent of a land claims treaty - outlining common 
objectives of TVI and the Subanen, focusing on maintaining 
open communication and establishing mechanisms whereby 
the indigenous community can participate in the benefits of 
its development. In particular, the MOA commits to the 
Subanen a royalty payment of 1% of gross production 
revenues on the Canatuan mining operation. In 2003 the 
Subanen community has already benefited from royalty 
payments despite the fact that the program to date has been 
limited to the processing and environmental cleanup program 
and the Subanen benefited from only 14 months of the 
operation. Once actual mining begins, the financial 
flows - with both the benefits and the challenges of 
change - will be dramatically more substantial. 


Importantly, TVI was not legally required to enter into this 
agreement but did so voluntarily. The Subanen community 
filed for a Certificate of Ancestral Domain Claim ("CADC") 
under the Philippines new Indigenous Peoples Rights Act 
after TVI's filing for the Mineral Production Sharing 
Agreement ("MPSA"); and they received approval of their 
CADC after the MPSA was granted, resulting in a 
"grandfathered" status for the Canatuan project. The 
company was pleased to enter into the agreement because it 
will bring autonomy and development to the community. 
TVI recognises that it will also bring challenges -responsible 
fiscal management and social organisation. The company 
is committed to helping the community meet those 
challenges through the TVI Community Development 
Organisation (CDO). 


For the Subanen Indigenous People and the immediate community at Canatuan, there are enormous benefits 


from the TVI Project: employment, income, education, health care, and perhaps most important, the 


"livelihood" projects producing not only food and income but training and skills development. It is true that 
ore bodies run out, with time. TVI's objective - and our challenge - is that the benefits we bring to the 


Subanen and other local people, today, will be truly sustainable tomorrow. 
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THE TVI/SUBANEN COMMUNITY 
DEVELOPMENT ORGANISATION (CDO) 


HEALTH CARE IVI's Canatuan Project has established a 
Clinic staffed by a full-time nurse and a full-time midwife. 
The Clinic provides First Aid response and medicine to 
company employees and dependants, as well as to the 
Subanen Community and others in the immediate area. 


The company nurse is on call 24/7. In addition to treating 
ongoing health issues, she performs the critical function of 
identifying when people need to be transferred out for 
additional medical care. At that point the company security 
team takes on the responsibility of transporting the patient 
to hospital. 


The midwife works with expectant mothers from early in their 
term to birth, providing not only birthing training but also 
training in health and hygiene practices. She has delivered 
10 babies in the past year; and in addition has functioned 
as a social "consultant", conducting a community census 
and interviews with both Subanen and small-scale 
mining families. 


Critically, both the nurse and the midwife, along with TVI's 


the lives of several mothers and babies from the small-scale 
miner community during the year, as well as one small-scale 
miner with a life-threatening infection. (See Sidebar) 


EDUCATION At the Canatuan Co-op (established 
through co-operation between TVI and the Subanen 
community) the company is currently operating a 
Kindercare - day care centre and prep school -with 39 
children. TVI is also supporting a private school for the 
children of employees, with two teachers, while assisting with 
another local school. In addition to the salaries of a teacher 
and a day care worker, as well as honoraria for another 
teacher, the company is providing books and raincoats for the 
schoolchildren. We are also facilitating an Adult Literacy 
Program, with an Indigenous teacher. Last but not 
least-the company is preparing to build the school 
committed to in the Memorandum of Agreement. 


The graduates of Siocon's Holy Cross Academy, including the 
32 boarding students funded by TVI, pending the construction 
of the Canatuan school, visited the Canatuan site for their 
graduation ceremony and were able to participate in what 
will be the first of many field trips to the mine site for local 
and regional schools. 


security apparatus and drivers, were responsible for saving 


Making a Difference 


One important benefit of a development project in a remote region is its ability, with the availability of 
resources and logistics, to intervene in emergency situations, and even to save lives that otherwise 
would have been lost. There are three such stories from recent days; ironically, the lives saved have been 
those most opposed to the presence of the company: remnants of the small-scale mining community. 
One woman, daughter of one of the most outspoken small-scale miner campaigners against the 
Canatuan project, was rushed to Zamboanga City for an emergency Caesarean section, at TVI’s expense. 
Mother and daughter are alive and well. Another small-scale miner, long a campaigner against TVI, 
developed an acute and potentially life-threatening infection after puncturing an ear drum; and was 
rushed, with wife and baby, to hospital in Dipolog. He is alive and well today, and resettled comfortably 
in another community as a result of TVI’s relocation program... and thinks today that perhaps TVI is not 
so bad after all. And finally there is Baby Dewayne: a mother so grateful for being rushed to hospital 
in Siocon after childbirth complications, that she named her baby after Operations Manager Dewayne 
Chambers who interrupted operations to make sure she was saved. Congratulations also to TVI’s resident 
midwife, Cynthia Comisas (a Subana), and Nurse Charity Balijado, who have truly “made a difference” 


in the past year. 
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SUSTAINABLE DEVELOPMENT The Sustainable 
Development programs include activity, training, and transfer 
of skills and technology in: 


© Plant gardening 

® Upland rice production 

e Agricultural techniques (eg. contouring) 
® Tree planting (a nursery is planned) 


As TVl's CDO officer, Lullie Micabalo, puts it, "We're not 
only mining here, we are teaching people for long-term 
livelihood." 


LIVELIHOOD With the help of TVl's CDO officer, the 
women of the Subanan community successfully constituted a 
Women's Group in 2003 and secured the agreement of the 
Canada Fund of the Canadian Embassy and the Canadian 
International Development Agency to fund a series of 
activities including upland gardening and goat raising (to 
provide additional income to the families); education for the 
women in household and community issues; and training in 
hygiene and sanitation. 


KALAHI — PRIORITY PROJECT OF THE PRESIDENT 
FOR POVERTY ALLEVIATION The Philippine President's 
KALAHI Project is attempting to bring all line agencies of 
government to work together for poverty alleviation in 
specific, targeted areas. At an early stage, KALAHI identified 
the Siocon area as a potential priority project area, with a 
high degree of poverty and a large distribution of very 
low-income families. 


After the December 2002 incident in which a TVI vehicle 
carrying co-operative members was attacked by terrorists and 
13 lives were lost, the government decided to show support 
for the people of the area and the site of Canatuan was made 
the first KALAHI project in Zamboanga. 


Co-ordinated by the National Economic Development 
Authority (NEDA), a number of line agencies of government 
committed to undertake activities centred around the TVI 
Project. Meetings were held to identify needs and priorities: 
livelihood projects, day care centres, water, teachers, 
medication, roads, training and strengthening cooperatives 
and women's organizations. TVI is pleased at the support 
shown by many different departments and government 
agencies. We encourage the push for funding so that these 
plans can be put into action, to bolster and extend the 
programs of our own CDO. 


In addition, TVI has encouraged selective NGO's and other 
organizations to become active in Canatuan. A new business 
model was proposed under KALAHI called a “Corporative": A 
modification of the Philippines Land Bank's Access program 
that could consolidate efforts for large-scale livelinood 
projects for the people. TVI continues to push these projects 
forward seeking broad-based support. 


THE SUBANEN CO-OPERATIVE AND THE 
CO-OPERATIVE DEVELOPMENT AUTHORITY (CDA) 
In last year's Annual Report we focused on the initiative to 
work through the Co-operatives concept and the Co- 
operative Development Authority (CDA). The company had a 
vision that through partnership and team-building it could 
make a significant difference. Unfortunately, the loss of 
several of the co-operative's leaders in the two terrorist 
attacks of 2003 thwarted the efforts to secure funding, and 
the CDA was unable to move forward with the planned 
program. But even with the setbacks, the Co-operative and 
the CDA and TVI still continue to make progress with projects 
that will result in real change and development for the 
local communities. 
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DISMANTLING OF THE ILLEGAL SMALL- 
SCALE MINING OPERATIONS Many shareholders 
may be aware that there has been a campaign of anti- 
development, anti-mining and anti-IVI protests over the 
years, related to Canatuan. At the core of this protest has 
been the invasion of small-scale miners into the Canatuan 
area following the original discovery of gold in the late 
1980's. Small-scale mining, when it is uncontrolled and illegal 
as at Canatuan, is both ecologically and socially destructive, 
using primitive technologies that pour toxic chemicals 
including mercury and cyanide into the environment, and 
giving rise to racketeering, smuggling, political corruption 
and abusive social behaviour. 


Despite the overwhelmingly undesirable nature of the activity, 
not to mention the waste of the resource and the tax leakage 
for the country, the small-scale miner community, backed by 
powerful financial interests, secured the help of a number of 
NGO's and led a classic provocation/protest campaign, 
financing people to act in civil disobedience and trumping up 
charges of human rights violations when the law was finally 
enforced. Unfortunately some of the Subanen leaders became 
involved in the small-scale miner economy, and despite 
eventually being ousted by their community, continue to this 
day to attempt to organize protests against the development. 


The delay in project development resulting from depressed 
metal prices from 1998 - 2002 gave rise to the entrenchment 
of approximately 200 illegal small-scale mining and 
processing operations. This hazardous activity soon became 
one on which the small-scale miners’ 
completely dependent. Because the metal recovery rates of 
small-scale mining mercury processing are very low, the 
tailings created a lucrative resource for larger operators, who 
in turn constructed (illegal and hazardous) cyanide 
processing plants on TVI's property area. Collectively, the 
small-scale mining and cyanide plant operations contributed 
to the formation of a large black market in the procurement, 
transport and sale of hazardous and illegal materials, the 
clear-cutting of large areas of forest - which gave rise to 
stream siltation, the use of child labour, and the abuse of the 
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indigenous people. Also, the security situation at Canatuan 
became tense, as the illegal operators began arming 
themselves to protect their assets. 


In 2003, the Subanen community, the Philippine government, 
and IVI recognized that it was time to act. The national 
government had repeatedly declared the small-scale mining 
activities illegal and in fact had previously removed many of 
the operations - but they had returned and refused to leave. 
The Subanen community recognized the damaging social and 
economic effects of the activities taking place on their 
ancestral domain lands. After final legal warnings from the 
Subanen and the government, TVI was charged with 
enforcement of the provisions being contravened by the 
small-scale miners. The eventual dismantling and 
confiscation process was initiated by a resolution of the 
Subanen association and implemented by Armed Forces and 
TVI security personnel. 


Despite this history, TVI entered into agreements with the rod 
lers to buy their tailings, and employed many of the 
small-scale miner community as labour to sack and bring the 
tailings to the mill for re-processing and decontamination. In 
|, the company added approximately PHP 10 million into the 
small-scale miner community through the purchase of 
ilings and the hiring of labour. 


mi 


early 2004, once the processing and clean-up of the 
tailings was completed, the company initiated a relocation 
program for the small-scale miner community. The 
Community Development Organisation began working with 
each family to negotiate relocation compensation and to 
assist them in moving out to find a new life. At press time, 
approximately 110 of the 162 remaining families had moved. 
Some families had lived at Canatuan for several years and 
established gardens or made improvements, which the 
company purchased, even though not legally required to do. 
With the money from their operations and the settlements, a 
new chapter will begin - for them and the company. 
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BRINGING SECURITY TO THE COMMUNITY 
Following the two ambushes by “lost command” elements of 
the Moro Islamic Liberation Front (MILF) in 2002, TVI 
requested reactivation of the Special Civilian Armed Auxiliary 
(SCAA) unit assigned to the company. These military auxiliary 
organisations are provided for by procedures of the Philippine 
Armed Forces and are under Philippine Army command. They 
are assigned to private corporations (and the individual 
salaries are paid for by the private corporations to whom they 
are assigned). They are recruited, trained and armed by the 
Army. The SCAA is under the direct command of the 
Philippine Army. In the case of TVI, the corporation 
recommended to the Army that preference be given to 
Subanen recruits, and this is reflected in the fact that about 
75% of the SCAA are Subanen. 


In addition to the “normal” issues of corporate security, TVI 
has been placed in the position - by what we believe is a 
weakness in the Philippines system - of being required to 
police the mining permit area and to enforce the law. These 
are functions that would normally fall under the national and 
regional law enforcement agencies. This requirement has led 
to TVI having to bear the brunt, politically, of the country's 
desire to promote mining development in the interests of 
its people. 


The situation has been exacerbated by the fact that 
small-scale miners and their financial and political backers 
have often resorted to illegal, provocative and confrontative 
methods of campaigning. There is evidence that even the 
MILF ambushes (one of which is known to have been made by 
a mercenary, not a political unit) were made in response to 
calls by the small-scale miner network. 


Some commentators have accused the company of 
"militarization", and have posed the question, from an 
international development policy perspective, as to whether 
foreign companies should choose to operate in areas where 
high-profile or highly organized security is required, given the 
potential impact on local populations and the need to be 
aligned with state security forces. We believe that in the case 


of the Zamboanga Peninsula the answer is "yes", for a number 
of specific reasons. The first is simply that the root causes of 
many of the security problems in Zamboanga are poverty and 
underdevelopment; and to deny the province or its regions 
opportunities for industrial development is to condemn them 
to violence and poverty forever. Secondly, the specific security 
risks in Zamboanga are in fact capable of being managed to 
protect the employees involved and to provide the people of 
the region with employment and development. It is not TVI 
that has introduced militarization to Siocon; it is the 
guerrillas and the mafias of the region. Through economic 
development, protected by responsibly managed security 
personnel, the militarization can eventually be pushed back 
and a normal life established under peace and order. 


It is highly noteworthy that members of the Subanen 
community have told TVI personnel that they feel 
considerably safer today than they did a few years ago. They 
used to sleep with their shoes on, because they never knew 
when guerrillas or robbers would come in the night. Now they 
sleep in peace; go to work for TVI in the morning; or work on 
one of the livelihood activities sponsored by the TVI-Subanen 
Community Development project. 


That being said, TVI also recognizes the importance of 
responsible security management. We make a commitment to 
our employees and our neighbours, that our security 
personnel will behave in a professional and disciplined 
manner, whether SCAA or private security. We will ensure 
there is a continuing confidential complaint procedure and 
guarantee that any complaints of abuse or misconduct or 
excess will be investigated properly and infractions dealt with. 


We make a commitment to our employees and our neighbours, that our 


security personnel will behave in a professional and disciplined manner, 
whether SCAA or private security. 
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FIRST GOLD TO BE POURED FROM THE THE RAPU RAPU PROJECT IN EARLY 2005 


TVI Pacific Inc. holds a 2.5% net smelter return (NSR) royalty in the Rapu Rapu project, located in the province of Albay, 
Philippines. This is a polymetallic project operated by Lafayette Mining Limited, a publicly traded Australian company. 


Given current commodity prices, the fundamentals of this project are reported by Lafayette to be very robust, requiring a US$41 
million capital expenditure and returning a Net Present Value of US$75 million based on a 7.5% discount rate. Capital payback 
is less than two years. Project Internal Rate of Return is reported to be greater than 50%. Gold cash cost is Minus US$160 / 
oz; Copper cash cost is Minus US$ 0.38 / lb. Sulphide reserves have been reported as 5.12 million tonnes with grades of 1.4% 
copper, 2.4% zinc, 2.64 g/t gold and 29.6 g/t silver, with total resources of 7.14 million tonnes at 1.23% copper, 2.05% zinc, 
2.54 g/t gold and 27.37 g/t silver. Mining will be by open pit method, producing an average of 10,000 tonnes copper, 50,000 
ounces gold, 14,000 tonnes zinc, and 580,000 ounces silver per year during the project's initial six year mine life. Significant 
exploration potential exists on Rapu Rapu Island, with a comprehensive exploration program currently being undertaken. 


The Rapu Rapu project has undergone a full feasibility study and has secured all Government and environment approvals 
necessary, together with access to approximately 230 hectares of land on Rapu Rapu Island, being all the land required for the 
Project and its associated infrastructure. 


In 2003, Lafayette reached agreement with Leighton Contractors (Philippines) Ltd. under a guaranteed maximum price contract 
to undertake construction of the Rapu Rapu mine covering the plant, tailings storage facility and camp. In 2003 construction 
work was carried out ahead of final bank credit approval in order to accelerate the overall construction time and keep Lafayette 
well positioned to commence full production in early 2005. Estimated construction time to first metal production for the gold 
plant is scheduled with concentrate production to commence five months later. 


Early in 2004, Lafayette announced that it was advised that its consortium banks received credit approval for the Rapu Rapu 
Project funding. The Project is being financed by a number of banks, led by N M Rothschild €& Sons (Australia) Limited and Co., 
arranged by ANZ Investment Bank, ABN AMRO Bank NV (Australian Branch), Korea First Bank and Investec. The Project has also 
secured the support of LG International Corporation and KORES, the Korean government strategic resources investment arm, 
whom together, hold 26% of Lafayette's subsidiary company, Lafayette Philippines Inc. 


The final approval of project financing for the Rapu Rapu Project, thereby allowing it to move into full engineering and 
construction, is clearly excellent news for TVI shareholders. 
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EXPLORATION DRILLING CORPORATION - EDCO 


ADDED VALUE THROUGH LOW-COST, QUALITY EXPLORATION AND CASH FLOW GENERATION 
Exploration Drilling Corporation (EDCO) was founded by TVI Pacific in 1995 in order to provide quality, cost-effective diamond 
drilling services for TV| and other exploration companies on a commercial contract basis. During the downturn in the 
exploration industry, EDCO was able to remain competitive and active by diversifying its operations, principally into the 
provision of geotechnical services on industrial projects throughout south-east Asia. With the resurgence in exploration activity 
throughout the region, the company is now experiencing a phase of significant growth, most especially as it expands 
operations in China. 


2003 - A HEALTHY YEAR FOR EDCO EDCO experienced a healthy year in 2003 with ongoing operations in 
China and the Philippines. A number of projects were completed and additional contracts secured. Improvements in metal 
prices have continued to place increasing demands on the exploration industries, and many new inquiries for drilling services 
have emerged. 


CHINA MARKET - THE MAJOR FOCUS With the acquisition of additional drills in 2003, EDCO has been able 
to intensify focus on the growing China exploration market. In 2003, a branch office was opened in Kunming City, Yunnan 
province, under the WOFE licence of Hunan Pacific Geological Exploration Inc. The office is strategically located in relation to 
exploration activities in southern and central China. Kunming also affords modern facilities, good infrastructure, international 
airport, excellent rail facilities and good highway systems. In the majority of cases, customs processing can be carried out in 
Kunming which reduces the higher costs of processing in Hong Kong or Shanghai. 


Yunnan Province exhibits every sign of increasing the levels of mineral exploration in this region. There are incentives in place 
to attract additional foreign capital to the province for mining exploration. Numerous junior and major exploration entities are 
either currently active, or in the process of becoming active in Yunnan Province. Coupled with the close proximity to 
neighbouring provinces with equally attractive mineral potentials, EDCO's presence in Kunming City bodes well in providing 
quality drilling services in response to increasing demand. 


EDCO is gradually expanding in China to meet activities, challenges and demands. Additional drills have been mobilized into 
Hunan Province for work on the Shuikoushan Project for TVI (Hunan Pacific). An important new project has also been secured 
in Tibet, a new operating area for EDCO. 


REVERSE CIRCULATION (RC) DRILLING SERVICES ADDED With the increased activity levels and the 
influx of many "newer" exploration companies in China, there has been keen interest in EDCO's capacities for reverse circulation 
drilling services (RC drilling). Plans to include RC drilling equipment and personnel in the EDCO operations are in place. 
Medium-depth rigs will be used initially to meet present demand. At a later date, depending on demand, EDCO will add larger 
equipment to the fleet to execute deeper drilling programs as they materialize. The company took delivery of its first RC rig, a 
medium capacity unit, early in 2004, for initial work on a project in the Philippines. 
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RENEWED INTEREST IN EXPLORATION DRILLING IN THE PHILIPPINES The Philippine government 
has recently shown renewed interest in the minerals sector as a means to improve the economy and to increase export incomes, 
making mining its number one economic development priority. The attractiveness of the vast minerals potential in the country, 
together with improved metals commodity prices, has encouraged many mining companies to reconsider the area. 


EDCO began a definition drilling program for TVI at the Canatuan Minesite in Zamboanga del Norte which was completed early 
in March 2004. Three drills were used in this program. 


WATER WELL DRILLING - A NEW SERVICE FOR EDCO In addition to the traditional coring services in 
the mineral sector, EDCO also completed several water wells in the Philippines which helped provide additional revenues. EDCO 
plans to continue offering these services to supplement its other drilling activities while providing an important service to our 
client base. With larger volumes of business EDCO will be able to upgrade its equipment list with water well drilling machinery, 
tooling and personnel. 


EDCO IS A KEY COMPONENT OF TVI’S GROWTH STRATEGY €EDCO is a key component of TVI's 
growth strategy, from both an operational and financial perspective. The subsidiary’s initial contracts in China gave TVI a crucial 
foothold, providing a basis from which to begin building its own involvement and entry strategy. EDCO will also continue to 
be available to TVI's exploration programs, providing drilling services at a lower cost than if TVI were to hire outside contractors. 
As it continues to develop business in China and the Philippines, EDCO's contribution of cash flow to TVI will increase 
substantially, allowing for an increasingly positive outlook for 2004. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


INTRODUCTION This discussion and analysis ("MD&A") gives details of TVI Pacific Inc. ("TVI" or the "Company") business, 
financial condition and results of operations. It should be read together with the consolidated financial statements and notes 
for the year ended December 31, 2003 presented in the Annual Report. The Company reports in accordance with Canadian 
generally accepted accounting principles ("GAAP"), and in Canadian dollars which is its measurement and functional currency. 


The Company is in the business of exploring for and developing mineral properties, primarily precious metals properties. It is 
active in China and in the Philippines, and it owns a drilling services company, Exploration Drilling Corporation ("EDCO") that 
operates in south-east Asia, providing mineral exploration and geotechnical drilling and related services. The Company is 
drilling its Shuikoushan property in Hunan Province, China and is about to begin mining and extracting gold and silver at its 
Canatuan property in Zamboagna del Norte in the Philippines. The Company will require additional financing to complete its 
construction program at Canatuan and the exploration program at Shuikoushan. Once the Canatuan mine has achieved 
commercial production it will provide cash flow to finance the Company's Philippine operations and contribute to a planned 
expansion from a nominal 125 tonnes per day to a nominal 800 tonnes per day ("tpd"). In addition, an independent feasibility 
study is nearing completion, assessing the economic viability of bringing the underlying massive sulphides at the Canatuan 
property into commercial production using the existing and expanded facilities and infrastructure at the Canatuan site as a 
basis for adding a flotation plant. TVI also owns a 2.5% net smelter return royalty ("NSR") over the operations of an Australian 
company, Lafayette Mining Limited, in Rapu Rapu, also in the Philippines. Lafayette expects its Rapu Rapu property to begin 
operations in the 4th quarter of 2004 and royalty income will flow to TVI soon after. 


FINANCIAL CONDITION The Company's financial condition improved substantially in 2003. At December 31, 2002 it 
had a working capital deficiency of $3,653,586, with its total current liabilities of $4,138,133 far exceeding its current assets 
of $484,547. By contrast, at December 31, 2003 the Company had working capital of $1,200,763, with current assets of 
$3,616,159 - most of which was cash - and current liabilities amounting to $2,415,396. The principal factors in this 
improvement were (i) a private placement financing that netted $2,374,438 in cash and also included the issue to certain 
creditors of shares for $781,014 of debt, (ii) exercise of outstanding options and share purchase warrants of $2,992,347, and 
(iii) the conversion of debentures, most of which were held by directors, into share capital, thereby reducing long-term debt 
payable by $250,000. The private placement financing became possible through the marked improvement in the investing 
climate generally, and for precious metals in particular. The rising price of gold encouraged renewed investment in gold equities, 
which had been out of favour for some years. In addition to the financing, the Company benefited from the improved 
performance of EDCO, which had a profit of $434,911 in 2003 against a loss of $705,386 in 2002. 


The Company's Canatuan property includes a small-scale processing plant that was re-activated in late December 2002, 
producing its first revenues in January 2003. It operated throughout the year, reprocessing tailings it purchased from the 
artisanal miners who had been operating illegally on the Company's mineral concession. While this venture incurred an overall 
loss of $732,569 for accounting purposes, because a substantial amount of these funds were used to upgrade the existing plant 
and improve mine infrastructure, it was a major achievement in taking the Company nearer to commercial production and it 
established the Company's presence in the region. The supply of tailings was depleted by mid-January, 2004, and the plant has 
been closed for modification and refitting to begin processing at 125 tpd. 


In a major milestone for TVI, the Company decided in December 2003 to further modify, and expand the Canatuan plant and 
its related infrastructure. In a two-phase project, with an expected total budget of approximately $6.0 million the plant will be 
modified to process raw gossan ore at an initial production rate of a nominal 125 tpd by the end of the second quarter, rising 
to a nominal 250 tpd by the third quarter of 2004. A commitment has been made to complete the first phase only at a cost of 
$4.2 million. The second phase will proceed when sufficient funds are secured. The initial phase of the project, to go to the 125 
tpd production level, is almost complete and the Company will begin its first-ever mining operations in the second quarter of 
2004, to supply feed to the processing plant. These operations will be confined to the gossan “cap” on the Canatuan deposit. 
An independent study on the feasibility of increasing production from 250 tpd to 800 tpd has been received, and it shows that 
such an increase would be an economically viable project. The study shows a positive discounted net cash flow of US$7,917,000 
(approx. Cdn$11,083,800) might be achieved for a capital expenditure of approximately US$7.5 million including remediation 
and closure costs. The study also shows that the Canatuan gossan reserve and resource after mining recovery and dilution are 
applied and after deducting 85,000 tonnes of material mined by artisanal miners now amounts to 1,045,000 tonnes (1,023,500 
of proven and probable ore and 21,500 tonnes of inferred) at a gold grade of 3.107 grams per tonne ("g/t") and a silver grade 
of 119.1 g/t. The following table shows the composition of the newly defined reserve as determined in the study dated 
May 13, 2004 (which was made by Norwest Corporation and whose report has been relied upon and filed with securities 


regulatory authorities): 
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GOSSAN PIT RESERVE & RESOURCE - PRODUCTION SCHEDULE 
(MINING RECOVERY AND DILUTION APPLIED, CUT-OFF GRADE = 1.39 GPT AUEQ) 


CATEGORY tonnes/% Gold Grade gpt Silver Grade gpt 

Probable 922,600 3.149 126.7 

nferred 21,500 ZIT. 101.8 

Ore Sub-Total 1,131,700 BL i) 124.0 

Less Artisanal Mining 85,000 31829 114.3 

Ore Total 1,046,700 3252 124.8 
ining Recovery 95.0% 

Mining Dilution 5.0% 8.0% 6.5% 

Ore Total (inci. Mining Losses € Dilution) 1,045,000 3.107 119.1 

Waste Total 2,200,700 

Waste: Ore ratio 2.11 

Material Total 3,245,700 


The directors have not had sufficient time to consider the study, and no decision has been made on whether to proceed. 


The Company has also commissioned from Norwest Corporation a study on the feasibility of adding facilities to the complex 
envisaged in their report dated May 13, 2004, to mine and process the massive sulphide resource that underlies the gossan 
reserves. That report is expected in the second quarter of 2004, after which management will assess its options for further 
expansion of operations. 


The Company does not have the resources to complete the two-phase project at Canatuan that will bring production up to 250 
tod while also financing its exploration and acquisition programs in China, and it has announced a proposed private placement 
to provide additional funds. In recent weeks the market for gold equities has retrenched somewhat, and there is no assurance 
that the private placement can be completed at a price satisfactory to the directors of TVI. 


As an alternative to the proposed private placement financing, there are 59,184,596 warrants and options outstanding whose 
current value substantially exceeds their exercise price, i.e. they are “in the money", to the extent of almost $5 million. From 
week to week some of these are exercised, and the Company expects a significant amount held by insiders will be exercised in 
the near future to allow programs to continue until the proposed financing can be completed. There is no certainty that the 
financing will be completed, and if not, spending plans may have to be re-assessed. 


RESULTS OF OPERATIONS In 2003 TVI recorded a net loss of $1,259,038 compared to net earnings of $450,517 in 
2002. Eliminating the effects of two unusual items, a credit of $362,929 arising in 2003 from the reduction in minority interests 
in subsidiaries the Company does not own completely, and the gain in 2002 of $3,028,622 arising from the settlement of a 
debt owed by the Company, the two years would show net losses of $1,621,967 in 2003 and $2,578,105 in 2002, a reduction 
of $956,138. The following analysis refers to the information given in note 8 to the consolidated financial statements 
"Segmented Information" and readers are advised to refer to the note when reading this section. As noted earlier, the Canatuan 
project was operational for all of 2003 and until mid-January 2004. Its results of operations, shown in note 8, amounted to a 
loss of $732,569. Since there were no such operations in 2002, there is no strictly comparable figure, but readers should note 
that in 2002 Canatuan activities cost $915,056 (shown as "Mineral exploration activities" in note 8). The difference between 
these two figures is an improvement of $182,487. The operations at Canatuan were essentially an environmental clean-up and 
at the same time the building of a solid base from which to further expand, and the results show the effects of the cost of 
upgrading and expanding the plant and local infrastructure, frequent stoppages to repair and replace equipment, and higher 
than budgeted contributions to local community affairs. These costs were offset by improved gold prices. Production of gold 
and silver by quarter is shown below: 
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Gold Silver 


grams troy ounces grams troy ounces 
Q1 (EARS 506 SS 70 10,069 
Q2 19,350 622 441,474 14,194 
Q3 28,578 Sig 774,336 24,895 
a4 31,270 1,006 USPS 24,411 
94,953 3,053 2,288,256 73,569 


Gross revenues amounted to US$1,498,310 (Cdn$2,123,612) at average realized prices of US$370.79 for gold and US$4.98 for 
silver. The Company does not engage in hedging or forward selling 


The Company's drilling subsidiary, EDCO, has recorded a profit of $434,911 for 2003 against a loss of $705,386 in 2002, a 
positive change of $1,140,297. EDCO experienced a difficult third, but reasonable fourth quarter, and would have experienced 
a small loss for the year had it not recovered debts written off in 2002. Considerable costs are being incurred in re-establishing 
and marketing in China. 


The Company's project acquisition and exploration activities in China cost $345,174 in 2003, an increase of $41,526 over the 
2002 expenditures. In December 2003 the Company was able to incorporate its, Wholly Foreign-Owned Enterprise ("WOFE’), 
Hunan Pacific Geological Exploration Inc., and is now ready to expand its activities substantially. 


The remaining notable item of increased expenditure in 2003 is the non-cash charge of $237,530 for amortization of debenture 
discount. This item is fully explained in note 4(b) to the consolidated financial statements. 


The Company's operations, and ability to raise capital, are governed by market prices for gold. The average price for gold in 
2003 was US$363 per ounce, US$53 higher than in 2002. The fourth quarter high was US$418, but since then prices have fallen 
to about US$375 in May 2004. Much of the increase, and subsequent retreat, is attributable to the fluctuations in the value of 
the US dollar against other currencies, but there has also been increased investment demand. 


SUMMARY OF OPERATING RESULTS 


2003 Q-1 Q-2 Q-3 Q-4 Year 
Sales - drilling $ 418,304 $ 371,741 $ 270,944 $ 460,202 $1,521,191 

- Canatuan 345,455 408,122 658,957 711,078 2,123,612 
Total sales 763,759 779,863 929,901 1,171,280 3,644,803 
Net loss (389,780) (272,346) (463,667) (133,245) (1,259,038) 
Net loss 


per share, basic 


and fully diluted (0.002) (0.001) (0.002) (0.001) (0.006) 
2002 
Sales - drilling $ 109,562 $ 118,149 $ 184,567 $ 344253 $ 756531 
Loss before gain 
on debt settlement (431,447) (512,746) (393,105) (1,240,807) —_ (2,578,105) 
per share, basic 
and fully diluted (0.004) (0.004) (0.002) (0.005) (0.017) 
Net earnings (loss) (431,447) (512,746) (393,105) 1,787,815 450,517 
per share, basic 
and fully diluted (0.004) (0.004) (0.002) 0.010 - 
TVI 
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There are no seasonal variations in the Company's revenues. Variations in drilling revenues arise from industry conditions such 
as variations in metal prices, ability of junior mining companies to finance and pay for drill programs, and the availability of 
(mostly government or aid agency financed) geotechnical drilling work. The large loss in the fourth quarter of 2002 arose 
primarily from the provision for doubtful debts in the drilling company and in the other Philippine operating companies. 


The changes in the sales figures for Canatuan from quarter to quarter in 2003 reflect both steadily increasing production rates 
and the rising prices for gold and silver (see the table in "Results of operations" above). 


LIQUIDITY To meet the Company's planned growth in China and at Canatuan, additional capital resources are required. 
The planned production increases for Canatuan, discussed in "Financial Condition" above will require an early infusion of funds 
of approximately $3.22 million to allow completion of the expansion to 250 tod capacity and operations. The current expansion 
at Canatuan has been financed to a considerable extent from available cash balances, and from an additional $1.5 million of 
share option and warrants exercises in Q-1, 2004, but its anticipated total cost of $6.0 million cannot be met entirely from 
those balances. Further expansion to 800 tpd capacity will depend on the Company's ability to raise an additional approximately 
US$7.5 million (Cdn$10.3 million) as shown by the feasibility study prepared by Norwest Corporation. Ideally, construction will 
be financed and begun early in 2005 with completion by the middle of the fourth quarter of 2005. It is expected that the 
improved cash flow derived from expanded operations in 2004 will contribute substantially to corporate overhead expense and 
to new exploration work in the Canatuan area. In addition, the Rapu Rapu 2.5% NSR should begin to contribute approximately 
US$1.0 million per year to the Company's cash requirements. 


Activities in China will require at least another $2.5 million in 2004, to allow completion of the current drill program, and an 
aggressive acquisition program to increase the Company's portfolio of properties in China. 


As discussed above, the Company has entered into a proposed private placement best efforts financing and hopes to complete 
that soon. Such completion may depend on an improvement in the price of gold and in the state of the market for gold equities. 


At December 31, 2003 the Company had no significant contractual obligations beyond the long-term debt of $330,000 and 
exploration commitments disclosed in its balance sheet. The debt arose from a property transaction in 1993 and no attempt 
has been made to collect it. It is payable to another mining company, and TVI expects to be able to issue shares to settle the 
debt. There are no capital leases, no financial instruments and no “off balance sheet" arrangements of any kind. The Company 
leases its operating premises in the Philippines on a year to year basis, and its lease on head office premises expires within 
twelve months. There are contractual commitments at March 31, 2004 arising from the Canatuan expansion and the China 
property agreements, and these are reported in the MD&A for that quarter. 


TRANSACTIONS WITH RELATED PARTIES The President, Mr. C.M. James, provides his services, those of the 
Vice President, Finance and Administration and of certain administrative staff through a management services company he 
owns. Charges are made based on actual hours worked at hourly or block rates agreed with the Company's Compensation 
Committee, and there is an annual cap on the billings for each individual's services. This arrangement benefits the Company 
by making qualified and experienced staff available to the Company without the addition of permanent employees. To meet 
concerns about corporate governance, arrangements have been made to discontinue this practice as it affects the Vice 
President Finance and Administration. The balances owing to or from this company arise exclusively from this arrangement. 
Also, as reported in the consolidated financial statements, the Company provided a loan of US$75,000 to the President to allow 
him to acquire at 13% interest in TVI Minerals Processing Inc., a subsidiary of TVI, for Philippine immigration control purposes. 


From time to time the Company asks Mr. R.C. Armstrong, a director with specialized technical knowledge and expertise, to 
undertake reviews of operations and exploration programs or prospects. For these additional duties Mr. Armstrong is paid 
$1,000 per day. 


CRITICAL ACCOUNTING ESTIMATES The preparation of financial statements in accordance with GAAP requires 
the Company to select from possible alternative accounting principles, and to make estimates and assumptions that determine 
the reported amounts of assets and liabilities at the balance sheet date and reported costs and expenditures during the 
reporting period. Estimates and assumptions are revised as new information is obtained, and are subject to change. The 
Company's accounting policies and estimates used in the preparation of the consolidated financial statements are considered 
appropriate in current circumstances, but are subject to judgments and uncertainties inherent in the financial reporting 
process. 
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The Company has followed accounting guidelines in determining the value of stock-based compensation, as disclosed in Note 
6(d) to the financial statements. This is a calculated amount not based on historical cost, but on subjective assumptions 
introduced into an option pricing model, in particular: (1) an estimate for the average future hold period of issued stock options 
before exercise, expiry or cancellation and (2) future volatility of the Company's share price in the expected hold period (using 
historical volatility as a reference). The resulting value calculated is unlikely to be the value which the holder of the option could 
receive in an arm's length transaction, since there is no market for the options and they are not transferable. 


Property acquisition costs and related direct exploration costs are deferred until the properties are placed into production, sold, 
abandoned or written down, where appropriate. The Company's accounting policy is to capitalize exploration costs on a project 
by project basis consistent with GAAP and applicable guidelines. The policy is consistent with other junior exploration 
companies. An alternative policy would be to expense these costs until sufficient work has been done to determine that there 
is a probability a mineral reserve can be established; or, to expense such costs until a mineral reserve has been independently 
established. Management believes its current policy is appropriate for the Company at this time. Based on annual impairment 
reviews made by management, or earlier if circumstances warrant, if the long-term expectation is that the net recorded 
amount of these capitalized exploration costs will not be recovered, then that amount is written down accordingly and the 
writedown charged to operations. A writedown may be warranted in situations where a property is to be sold or abandoned; 
or exploration activity ceases on a property due to unsatisfactory results or insufficient available funding. 


The Company expects its Canatuan property to go into commercial production in the second or third quarter of 2004. When 
that is achieved, the recorded deferred costs, plus the estimated closure and rehabilitation costs, will be amortised and charged 
to earnings on a unit-of-production basis. 


RISK AND UNCERTAINTIES Much of the discussion in this document is not historical information, but is 
forward-looking in its nature. 


Forward-looking statements are subject to risks and uncertainties, which could cause actual results to differ materially from 
those in the forward-looking statements. Forward-looking statements are made based on management's beliefs, estimates and 
opinions on the date the statements are made and the Company undertakes no obligation to update forward-looking 
statements if these beliefs, estimates and opinions or other circumstances should change. Investors are cautioned against 
attributing undue certainty to forward-looking statements. 


The Company is a mining and mineral exploration and development company and is exposed to a number of risks and 
uncertainties that are common to other companies in the same business; some of these risks have been discussed elsewhere 
in this report. The Company's financial success is subject to, among other things, fluctuations in gold and silver metal prices 
which may affect current or future operating results and may affect the economic value of its mineral resources. The Company 
is exposed to currency fluctuations against the Philippine peso and United States dollar that could affect capital and operating 
costs. It may choose to mitigate the risk through forward purchase of these currencies but at present has a policy that forbids 
such purchases. The Company must comply with environmental regulations governing air and water quality and land 
disturbance and provide for mine reclamation and closure costs. The Company's ability to obtain financing to explore for 
mineral deposits and to continue and complete the development of those properties it has classified as assets is not assured; 
nor is there assurance that the expenditure of funds will result in the discovery of an economic mineral deposit. The Company 
is also subject to physical mining hazards such as flooding, cave-in, rock-fall, etc. all of which are more fully described in the 
Company's Annual Information Form. Should one or more of these risks and uncertainties materialize, or should underlying 
assumptions prove incorrect, actual results may vary materially from those described in forward-looking statements. 


CHANGES IN ACCOUNTING POLICY Although no new accounting policies were adopted in 2003, beginning 
with the first quarter of 2004, the Company will determine the value of stock based compensation to employees, and record 
such compensation in its accounts, in accordance with the transitional provisions of Canadian Institute of Chartered 
Accountants’ Handbook Section 3870, on a retroactive basis with a restatement of prior periods. 


OUTSTANDING SHARE DATA The Company has issued only common shares. At May 13, 2004 the number of shares 
outstanding was 317,801,921. Also at that date there were 23,477,500 options outstanding, 20,260,834 of which were fully 
vested and exercisable, and 38,923,762 share purchase warrants, all of which were exercisable. 


OTHER INFORMATION Additional information on TVI Pacific Inc. is available in the Company's Annual Report, 
Consolidated Financial Statements, Annual Information Form and Management Proxy Circular, all of which may be obtained 
from the Company or viewed on the SEDAR system for Canadian public companies at www.sedar.com. 
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AUDITORS' REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of TVI Pacific Inc. as at December 31, 2003 and 2002 and the consolidated 
statements of operations and retained earnings and cash flows for the years then ended. These financial statements are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based 
on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting-principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 2003 and 2002 and the results of its operations and its cash flows for the years then ended in 
accordance with Canadian generally accepted accounting principles. 


Km uve 


Chartered Accountants 
Calgary, Canada 
May 13, 2004 
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CONSOLIDATED BALANCE SHEETS 
December 31, 2003 and 2002 


2003 2002 


ASSETS 


Current assets: 


Cash $ 2,860,261 $ 94,260 
Accounts receivable 190,822 104,968 

Due from related party (note 7) 33,277 = 
Inventories (note 2 (b)) 494,473 264,728 
Prepaid expenses 37,326 20,591 
3,616,159 484,547 

Due from related parties (note 7) 96,975 118,260 
Property and equipment (note 3) 8,607,291 8,514,611 
$ 12,320,425 $ 9,117,418 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 


Accounts payable and accrued liabilities $ 2,055,078 $ 3,296,899 

Current portion of long-term debt (note 4) 330,000 330,000 

Due to related parties (note 7) 30,318 511,234 

2,415,396 4,138,133 

Long-term debt (note 4) - 200,000 

Non-controlling interest 22,518 385,447 
Shareholders’ equity: 

Share capital (note 6) 9,746,839 2,999,128 

Retained earnings 135,672 1,394,710 

9,882,511 4,393,838 


Future operations (note 1) 
Commitments (note 9) 
Contingencies (note 10) 


$ 12,320,425 $ 9,117,418 


See accompanying notes to consolidated financial statements. 


a K Neve 


Clifford M. James, Director Jan R. Horejsi, Director 


On behalf of the Board: 
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CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS 
Years ended December 31, 2003 and 2002 


2003 2002 


Revenues: 
Sales $ 3,644,803 $ 756,531 
Interest ZI 152 23,589 
3,673,955 780,120 
Expenses: 
Labour 813,867 298,737 
Materials, supplies, transportation and other costs 2,489,883 528,017 
Foreign exchange loss (gain) (343,820) 253,739 
Interest on long-term debt (note 4) - 256,424 
Depreciation 137,330 125,000 
Administrative and general costs 1,665,958 727,604 
Business development (note 3) 345,174 1,218,704 
Amortization of debenture discount (note 4(b)) 237,530 - 
5,345,922 3,408,225 
Loss before the undernoted (1,671,967) (2,628, 105) 
Reduction in non-controlling interest 362,929 - 
Gain on settlement of debt (note 4) - 3,028,622 
Gain on sale of property (note 3(d)) 50,000 50,000 
Net earnings (loss) for the year (1,259,038) 450,517 
Retained earnings (deficit), beginning of year 1,394,710 (75,788,172) 
Reduction of share capital (note 6(f)) - 76,732,365 
Retained earnings, end of year $ 135,672 $ 1,394,710 
Earnings (loss) per share: 
Basic and diluted $ (0.006) $ - 


See accompanying notes to consolidated financial statements. 


TVI 


Cu 


TVI Pacific Inc. 34 Annual Report 2003 


CONSOLIDATED STATEMENTS OF CASH FLOWS 
Years ended December 31, 2003 and 2002 


2003 2002 


Cash provided by (used in): 


Operations: 
Net earnings (loss) for the year $ (1,259,038) $ 450,517 
Items not involving cash: 
Depreciation 137,330 125,000 
Reduction in non-controlling interest (362,929) - 
Amortization of debenture discount 237,530 - 
Gain on settlement of debt - (3,028,622) 
Foreign exchange loss on long-term debt 21,285 253139 
Gain on sale of capital assets (50,000) (50,000) 
(1,275,822) (2,249,366) 
Change in non-cash operating working capital (793,141) 1,076,654 
(2,068,963) li 297A12) 
Financing: 
Shares issued for cash 5,366,785 668,880 
Long-term debt 47,557 200,000 
Due to related parties (514,193) 229,997 
4,900,149 1,098,877 
Investing: 
Expenditures on property and equipment (115,185) (94,755) 
Proceeds on disposal of property and equipment 50,000 240,415 
(65,185) 145,660 
Increase in cash 2,766,001 71,825 
Cash, beginning of year 94,260 22,435 
Cash, end of year $ 2,860,261 $ 94,260 
Supplemental cash flow information: 
Interest paid $ 37,878 $ - 


See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended December 31, 2003 and 2002 


il 


Future operations: 

TV Pacific Inc. (the “Company’) is in the mineral exploration and development business in the Peoples Republic of China 
and the Republic of the Philippines, and is in the development stage of activities. In December 2002 the Company re- 
activated its small-scale pilot plant, that had been used for metallurgical testing of its Canatuan deposit in 1997, to process 
(as an environmental rehabilitation project authorised by the Philippines government) tailings produced on the property 
by illegal small-scale miners. This activity continued throughout 2003 and ceased early in 2004 when the last of the tailings 
were processed. This was not a commercial mining operation and all costs incurred net of incidental revenues were 
recorded to earnings as incurred. Subsequent to the year-end the Company began an expansion program to increase the 
capacity of the plant and to prepare for commercial mining operations on the property. 


A wholly owned subsidiary based in the Philippines also provides drilling services in Southeast Asia. 
The Company has experienced recurring operating losses and a net use of funds in its operations. 


The ability of the Company to continue as a going concern and the recoverability of amounts shown for property and 
equipment is dependent upon the continued financial support of the Company's creditors, the ability of the Company to 
obtain additional financing, maintaining the Company's interest in the underlying mineral claims, controlling expenditures 
and achieving future profitable operations. 


The achievement of the above objectives was negatively influenced in prior years by certain economic events in Southeast 
Asia, political events in the Philippines and an erosion of investor confidence in junior exploration companies, but during 
2003 the Company has been able to access public and private financing to eliminate its working capital deficiency, to 
finance further expansion of its Canatuan plant, and to pursue its exploration interests in China. 


The accompanying financial statements have been prepared on the basis of accounting principles applicable to a Company 
with continuing operations. Should the going concern assumption not be appropriate, certain asset and liability accounts 
would require adjustment and reclassification. 


2. Significant accounting policies: 
(a) Principles of consolidation: 


The consolidated financial statements include the accounts of the Company and its subsidiaries: 


Company Ownership 
(6 SS ee a a a a a a 
TVI Limited 100% 
TVI International Marketing Limited 100% 
Exploration Drilling Corporation ("EDCO") 100% 
TVI Minerals Processing Inc. ("TVI Processing") 87% 
TVI Resource Development (Phils.) Ltd. ("TVI Resource") 40% 
Nineteen Philippine subsidiaries, including Canatuan Mines Inc. 64% 


Of the issued and outstanding shares of each of the Philippine subsidiaries, 40% are owned by TVI International 
Marketing Limited and 60% are owned by TVI Resource. 


The operations of TVI Resource and the Philippine subsidiaries are managed and effectively controlled through 
technical assistance contracts with TVI Processing, which provide for the supply of and reimbursement for all 
management services, and a right of first refusal to purchase and to process any ore produced by the companies. In 
addition these companies have been financed almost entirely through advances from the parent Company. 
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(b) Inventories: 
Inventories consist of drilling equipment spare parts, drilling supplies and mineral processing supplies. They are 
recorded at the lower of their cost and net realizable value and consist of the following: 


2003 2002 

NS ENTE LI SS LISTE LEE BELT LT LEI OE ILA OT OSE SOE TE AL ELIE LEI LIVE LE IIE IE TIE, SIE IN 
Drilling equipment spare parts and supplies $ 382,556 $ 169,973 
Mineral processing supplies AOA, 94,755 
$ 494,473 $ 264,728 


(c) Mining claims and deferred costs: 
The Company records its interest in mineral claims and properties at cost. Such costs, relating to acquisition, 
exploration and administration, are capitalized as separate areas of interest. When a property is brought into 
production, the costs will be amortized using the unit-of-production method based on that property's estimated ore 
reserves. If a property is abandoned, capitalized costs are charged to operations in the year of abandonment. 


As described in note 1, in December 2002 the Company re-activated its small-scale processing plant at Canatuan in 
the Philippines. No commercial mining has taken place to date. Only costs associated with the rehabilitation of the 
plant were incurred in 2002. The plant operated throughout 2003 as an environmental rehabilitation project and did 
not operate on a commercial scale. The costs and revenues from the sale of gold and silver, have been recorded to 
earnings in these financial statements. 


(d) Property and equipment and depreciation: 
Property and equipment are recorded at cost. Depreciation of these assets is provided at rates designed to amortize 
their cost, less estimated salvage or residual values, over their estimated useful lives at the undernoted rates and 


methods. 

Asset Method Rate 
Cee eee ee eee ee IDLE DOT DDT ODDEST IEA TB EAE PE 
Drilling rigs and heavy equipment Straight-line 10-33% 

Plant and buildings Straight-line 12-50% 
Equipment and office Declining balance 20-30% 


(e) Foreign currency translation: 
Monetary assets and liabilities are translated at the rate of exchange at the balance sheet date. Non-monetary assets 
and liabilities are translated at the exchange rates in effect at the dates the assets or liabilities were acquired. Revenues 
and expenses are translated at the average rates of exchange during the period in which they are recognized. The 
resulting gains or losses are included in earnings. 


Monetary items denominated in a foreign currency are translated into Canadian dollars at the rate of exchange in 
effect at the balance sheet date and non-monetary items are translated at rates of exchange in effect when the assets 
were acquired or obligations incurred. Revenues and expenses are translated at rates in effect at the time of the 
transactions. Foreign exchange gains and losses are included in earnings. 


(f) Revenue recognition: 
Revenue from mineral operations is recorded on sale and delivery of gold and silver. The Company does not engage in 
forward selling or hedging of mineral production. 


Drilling revenue is recognized as earned, based upon the number of meters drilled at contracted rates. Advance 
payments on contracts are deferred and recognized as the related revenue is earned. 


(g) Share option plan: 
The Company has a share option plan under which the directors may make awards. Effective January 1, 2002, the 
Company prospectively adopted the new Canadian accounting standard relating to share-based compensation. Under 
this standard the Company continues to follow the settlement date method of accounting for share options granted 
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to employees whereby the proceeds received on exercise of options are included in share capital and no compensation 
expense is recognized. For share options awarded to non-employees, the Company calculates a fair value using an 
option-pricing model, and charges the value to operations over the term of the option. The Company has no other 
share based compensation plans. 


(h) Income taxes: 
The Company uses the liability method of accounting for future income taxes. Under the liability method, future 
income tax assets and liabilities are determined based on "temporary differences” (differences between the accounting 
basis and the tax basis of the assets and liabilities), and are measured using the currently enacted, or substantively 
enacted, tax rates and laws expected to apply when these differences reverse. A valuation allowance is recorded 
against any future income tax assets if it is more likely than not that the asset will not be realized. 


(i) Per share amounts: 
Net earnings (loss) per common share is computed by dividing net earnings (loss) for the year by the weighted average 
number of common shares outstanding for the year. Diluted per share amounts reflect the potential dilution that could 
occur if securities or other contracts to issue common shares were exercised or converted to common shares. The 
treasury stock method is used to determine the dilutive effect of stock options and other dilutive instruments. 


3. Property and equipment: 


Accumulated 


depreciation and Net book 
2003 Cost write-downs value 
Canatuan property: 
Property and equipment $ 12,134,621 $ 10,134,621 $ 2,000,000 
Deferred development 19,854,642 13,590,031 6,264,611 
Drilling operations: 
Drilling rigs and equipment 5,744,954 5,402,274 342,680 
$ 37,734,217 $ 29,126,926 $ 8,607,291 
2002 
Canatuan property: 
Property and equipment $ 12,134,621 $. 10,134,621 $ 2,000,000 
Deferred development 19,854,642 13,590,031 6,264,611 
Drilling operations: 
Drilling rigs and equipment 5,517,798 5,267,798 250,000 
$ 37,507,061 $ 28,992,450 $ -8,514.611 


(a) Canatuan property: 

In 1995, TVI Resources exercised an option agreement with Benguet Corporation ("Benguet") to purchase a 100% 
interest in 486 hectares of the Canatuan property located near Siocon, Zamboanga del Norte in the Philippines. The 
property was subject to an existing 4% royalty and in 1996 the Company acquired 3% of the royalty interest, leaving 
the holder with a 1% royalty. The purchase price was U.S. $1.4 million, payable as to U.S. $1.0 million in cash and 
434,782 common shares of the Company. The cash was paid in 1996 and the shares were issued in 1997. The 
agreement grants Benguet the option to participate up to 12.5% in the venture upon payment to the Company of the 
greater of 12.5% of (i) the Company's exploration expenditures, plus interest and (ii) U.S. $20 per ounce of proven 
probable and possible reserves, adjusted for grade and assumed recovery after processing. 


TVI Resources signed a royalty agreement with Zamboanga Gold Mining Corporation ("Zamboanga") in April 1994, 
covering 1,579 hectares surrounding the Benguet property. If the property proves to be commercial, Zamboanga will 
be entitled to a five to six percent royalty based on the net realizable value of the products sold and the grade of the 
ore mined. 


In 2000 and 2001, the Company re-assessed the carrying values of the Canatuan property and the property and 
equipmentin light of the uncertain economic and political conditions in the Philippines that make it extremely difficult 
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to source financing for the project on the scale of operations envisaged when the feasibility study was completed in 
1996. The Company wrote the assets down to an aggregate value of $8,264,611 at December 31, 2001. Expenditures 
in the amount of $nil (2002 - $915,056) have been charged to business development expenses as incurred in view of 
current plans for the development of the Canatuan project. 


In 2001 when the Company wrote down its Canatuan property costs and the book values of certain drilling assets, the 
inventories of those operations were re-classified as capital assets. The Company has resumed operating activities in 
Canatuan and its drilling business and, consequently, the inventory balances at December 31, 2003 and 2002 of 
$449,473 and $264,728, respectively, have been reclassified as inventories in these consolidated financial statements. 


(b) Other properties: 
Through companies controlled by its exploration subsidiary, TVI Resources, the Company has filed a number of Mineral 
Production Sharing Agreement and Financial or Technical Assistance Agreement applications on lands with gold- 
producing potential in various provinces in the Philippines. While it intends to hold the properties, in view of current 
conditions in the Philippines the Company has written off its accumulated costs during prior years. In addition, the 
Company has a 2.5% net smelter royalty on a property (Rapu Rapu - located in the Philippines). 


(c) China: 
In 2001, the Company began an exploration and survey program to identify and acquire precious metals properties 
(and gold-rich based metal properties) in China. The Company has incurred $345,174 during 2003 (2002 - $303,648) 
of business development expenditures in connection with its evaluation and acquisition of these prospects. 


(d) Sale of Canadian property: 
In May 2002, the Company sold a Canadian property, which had no recorded carrying value to a company whose 
President is a director of TVI Pacific Inc., for $350,000 payable as to $50,000 on execution (received in 2002) and 
$50,000 annually thereafter. The second payment of $50,000 was received on May 1, 2003 and the third on May 1, 
2004. The annual installments will be accelerated into quarterly installments if the purchaser receives a power sales 
contract for electric power developed on the property. Since the Company's remedy upon failure by the purchaser to 
pay is restricted to re-possession of the property, the Company is accounting for the sale as payments are received. 


4. Long-term debt: 


2003 2002 

Convertible debentures $ - $ 200,000 
Other indebtedness 330,000 330,000 
330,000 530,000 

Less: due within one year 330,000 330,000 
$ 3 $ 200,000 


(a) Other indebtedness: 
This debt arose in connection with the acquisition of a property in Canada. The debt is non-interest bearing and was 
due on September 30, 2001. 


Although the Company has negotiated the deferral of the settlement in the past, the amount was due on September 
30, 2001; consequently the Company has classified the debt as current, and will continue to pursue a course of action 
to settle the debt. 
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(b) Convertible debentures: 


In November 2002, the Company began accepting subscriptions for a proposed private placement of 2,500 units, each 
unit consisting of a convertible, callable, interest-bearing debenture of $100 together with 1,600 common share 
purchase warrants. By December 31, 2002, subscriptions for $200,000 (2,000 units) had been received. On January 22, 
2003, the placement was completed for the maximum $250,000 and the debentures and 4,000,000 warrants were 
issued. 


The debentures were repayable on January 2, 2004 together with interest at the greater of prime plus 4%, and 12% 
per annum. A holder could convert all (and not less than all) of its debentures at the rate of 1,600 common shares per 
$100 of principal (equivalent to $0.0625 per share) at any time up to January 2, 2004. The Company was required to 
prepay interest and principal pro-rata to the holders upon receipt of proceeds from the sale, if any, of certain mineral 
claims and royalty interests. An amount of $50,000 became payable under this condition, which led to the prepayment 
of $9,288 in interest, the conversion of $38,269 of principal into 612,315 shares, and the redemption in cash of $2,443 
of principal. All of the remaining $209,288 principal was converted by the holders into 3,348,601 common shares in 
December, 2003, resulting in 3,960,916 common shares in total that were issued to debenture holders. 


Between the negotiation of the terms of these debentures and their issue date on January 22, 2003 the value of the 
Company's common shares rose to the extent that the fair value of the debentures rose from their issue price of 
$250,000 to $500,000. Accordingly, throughout the life of the debentures the Company recorded in its accounts an 
amortization of the excess $250,000 ($500,000 fair value less $250,000 nominal value) by charging the excess, 
adjusted for the early redemptions, to its statement of operations and increasing the recorded value of the debentures 
in its balance sheet by the same amount. The accumulated excess amounted to $235,087 and this amount plus the 
nominal amount of the debentures, aggregating $485,087, was transferred to share capital upon the redemption of 
the debentures. 


The share purchase warrants were exercised as to 256,000 in December 2003 and as to 3,744,000 in January, 2004, all 
at $0.08 per share. 


5. Income taxes: 


The provision for income taxes differs from that which would be expected by applying the combined federal and provincial 


corporate statutory rates as follows: 


2003 2002 

TPS Se ES a a 
Income tax rate 40.6% 42.1% 
Net earnings (loss) for the year $ (1,259,038) $ 450,517 
Expected expense (recovery) $ (511,169) $ 189,668 
Non-taxable gain on settlement of debt - (1,275,050) 
Valuation allowance 511,169 1,085,382 
$ - $ - 


Substantially all of the Company's future income tax asset relates to property and equipment and non-capital losses, all of 


which is provided for with a valuation allowance. 
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The Company has non-capital losses available for income tax purposes of approximately $9,308,000, the benefit of which 
has not been recorded to these financial statements, which may be applied to reduce Canadian taxable income in future 
taxation years. These losses expire as follows: 


Years ending December 31, 
EL IL NT ILE TA OE DE DE NG I I EE LS LETTS DEAE NSTI IEE CDS DIET Bog EI 


2004 $ 2,320,000 | 
2005 1,832,000 
2006 1,489,000 
2007 1,268,000 
2008 629,000 
2009 730,000 
2010 1,040,000 


6. Share capital: 
(a) Authorized: 
Unlimited common voting shares without nominal or par value 


Unlimited preferred non-voting shares without nominal or par value, issuable in series, none of which have been issued 


(b) Issued: 
2003 2002 
EL ea Le SE EEE A a LS MSS I BT 
Number Number 

Number of shares of shares Amount of shares Amount 
Balance, beginning of year 183,841,664 $2,999,128 108,811,821 $ 75,887,932 
Shares issued: 
For assets 1,043,864 114,825 - - 
On settlement of debt - - 2,937,696 146,885 
On settlement of debt (note 4(a)) - - 7,000,000 560,000 
On settlement of debt 10,443,026 781,014 50,069,407 2,503,470 
For cash38,196,948 2,813,591 9,737,740 486,887 
On exercise of options 2,100,000 92,400 5,285,000 261,625 
On exercise of warrants 53,912,338 2,899,947 - - 
On conversion of debentures 
(note 4(b)) 3,960,916 485,087 - - 
Share issue costs - (439,153) = (115,306) 

293,498,756 9,746,839 183,841,664 79,731,493 
Reduction of share capital - io (76,732,365) 
Balance, end of year 293,498,756 $9,746,839 183,841,664 $ 2,999,128 


In November, 2003 the Company issued an aggregate of 48,639,974 units, each comprising one common share and 
one share purchase warrant, for total consideration of $3,594,605 of which $2,813,591 was cash and $781,014 was 
for debt. Each purchase warrant entitles the holder to purchase one common share at any time up to November 13, 
2005. 
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Of the aggregate units, 34,659,197 were issued at $0.07 per unit to arms-length parties, and the warrants are 
exercisable at $0.08 per share. Of the 34,659,197 units, 5,442,824 were issued for debt of $380,998. 


Of the aggregate units, 8,980,777 were issued to five directors and one officer at $0.08 per unit and the warrants are 
exercisable at $0.08 per share. Of these 8,980,777 units 5,000,202 were issued for debt of $400,016. 


Of the aggregate units, 5,000,000 were issued to a director at $0.09 per unit, for cash, and the warrants are exercisable 
at $0.09 per share. 


In March 2002, the Company settled debt of $146,885 owed to a company controlled by a former senior officer by the 
issue of 2,937,696 common shares at $0.05 per share. 


In May and June 2002, the Company issued an aggregate 59,807,147 units at $0.05 per unit, each consisting of one 
common share and one share purchase warrant exercisable for two years, at $0.05 in the first year and at $0.06 in the 
second year. Of these units, 20,283,944 were issued to directors and officers; 9,737,740 were issued for cash received 
in 2002. 


In 1995, to assist Exploration Drilling Corporation ("EDCO") to procure certain equipment, Echo Bay Mines Ltd. ("Echo 
Bay") advanced to EDCO U.S. $1.74 million, with no fixed date of repayment. On December 13, 2002 the Company 
settled the debt and interest accrued but unpaid, aggregating $3,588,622 at that date, by the issue of 7,000,000 
common shares to Echo Bay at an ascribed value of $560,000, or $0.08 per share. The gain on this transaction 
amounted to $3,028,622 and has been recorded to earnings in 2002. 


(c) Share options: 
The Company has a share option plan pursuant to which options may be granted to directors, officers, employees, and 
consultants of the Company. The options generally vest over periods of up to three years and expire no more than 5 
years from the date of grant. However, since no grants had been made since 1999, the options granted in 2002 and 
19,000,000 of those granted in 2003 had a vesting period of four months. 


The following table summarizes information about options outstanding and exercisable as at December 31, 2003 and 2002: 


2003 2002 
|S SS 
Weighted Weighted 
Number average Number average 
Number of shares of options exercise price of options exercise price 
Options outstanding, beginning 
of year 5,467,500 $ 0.045 2,005,000 $ 0.075 
Granted: 
on February 11, 2002 bed - 8,250,000 0.040 
on April 9, 2002 " = 697,500 0.050 
on October 6, 2003 18,200,000 0.080 = 
on November 13, 2003 1,800,000 0.145 Ps = 
20,000,000 0.077 8,947,500 0.041 
Cancelled - - (200,000) 0.040 
Expired unexercised (330,000) 0.075 - - 
Exercised: 
at $0.04 per share (1,860,000) 0.040 (3,850,000) 0.040 
at $0.075 per share (240,000) 0.075 (1,435,000) 0.075 
(2,430,000) 0.048 (5,485,000) 0.048 
Options outstanding, end of year 23,037,500 $ 0.080 5,467,500 $ 0.045 
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2003 2002 


Weighted Weighted 
Number average Number average 
Number of shares | of options exercise price of options exercise price 
Exercisable at year end 3,037,500 $ 0.042 5,467,500 $ 0.045 
Exercisable February 7, 2004 18,200,000 0.080 | 
Exercisable March 13, 2004 800,000 0.145 
Exercisable November 13, 2004 ; 333,334 0.145 
Exercisable November 13, 2005 SSCS) 0.145 
Exercisable November 13, 2006 333/333 0.145 


Options outstanding 
Weighted-average 


remaining 

Weighted-average Number contractual 

Expire date exercise price outstanding life (years) 
a a a OTE EELS Ee ESE TS SIE TT BL ON FE NS EE SD POS LE LLP EETIE TEER EE BE SDE ENE TS 

February 11, 2007 $ 0.040 2,340,000 S115 

April 9, 2007 0.050 697,500 3.271 

October 6, 2008 0.080 18,200,000 4.764 

November 13, 2008 0.145 1,800,000 4.868 

$ 0.080 23,037,500 4.559 


(d) Share-based compensation: 
No compensation expense is recognized when stock options are granted. Had compensation expense been determined 
based on the fair value method for awards made after December 31, 2001, the Company's earnings (loss) and earnings 
(loss) per share would have been adjusted to the pro forma amounts indicated below: 


2003 2002 
a ea ere TS ET NEE TS OE YE IIR LE SIS OE ELL LVS VIEL SE PI TS TET AT 
Earnings (loss) for the year - as reported $(1,259,038) $ 450,517 
Earnings (loss) for the year - pro forma $(1,975,480) $ 102,299 
Earnings (loss) per share - as reported - basic and diluted $ (0.006) $ as 
Earnings (loss) per share - pro forma - basic and diluted $ (0.009) $ ue 


The pro forma amounts exclude the effect of options granted prior to January 1, 2002. The weighted average fair value 
of options granted during the year ended December 31, 2003 was $ 0.06 (2002 - $0.04) per option using the Black- 
Scholes option-pricing model. The following table sets out the assumptions used in applying the Black-Scholes model: 


2003 2002 
IG EE EIT LOE SLL TE DN LS EE IE SE DTD ATED IEE NEE IE IAI IE IE 
Risk free interest rate - average 4.1% 4.6% 
Expected life (in years) 5 5 
Expected volatility 80% 174% 
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(e) Shares reserved for issue: 


The Company has reserved common shares for issue as noted: 
I SS a A sR Oo TS 


Share options outstanding 23,037,500 
Employee options not allocated 2,298,762 
Share purchase warrants 61,391,927 

86,728,189 


(f) Reduction of share capital: 
At the annual shareholders’ meeting on June 27, 2002, the shareholders of the Company adopted a special resolution to 
reduce the stated capital of the common shares by $76,732,365 and, as a result, the deficit of the Company was reduced 
by the same amount. 


7. Related party transactions: 
In 2003, the Company incurred $352,535 (2002 - $421,580) for the services of the President and a Vice President and their 
support staff. In addition, the President and a Vice-President were paid $32,500 and $13,000 directly by the Company. The 
President was also reimbursed $86,000 for certain charges incurred in facilitating the private placement share issue that 
occurred in November 2003, which has been included in share issue expenses. At December 31, 2003, $33,277 was due to 
the Company (2002 - a payable of $511,234), which has been received subsequent to year-end. 


In 2003, a director invoiced the Company $113,000 (2002 - $46,000) for his services as a technical consultant. At December 
31, 2003 his fees and recoverable expenses outstanding amounted to $30,318 (2002 - $51,275). 


In 1994, the Company advanced to the President, by way of a non-interest bearing demand note, U.S. $75,000 (CDN 
$96,975) in order that the President could acquire a 13% interest in TVI Minerals Processing Inc. and therefore qualify for 
a work visa in the Philippines. The President has granted a security interest in the investment and all proceeds thereof, if 
any, to the Company. 


8. Segmented information: 
The Company has three distinct operating units: a company that provides commercial drilling and ancillary services to 
mineral exploration and other industries in Southeast Asia; subsidiaries engaged in mineral exploration and development 
activities in the Philippines and China; and corporate office functions provided from Canada. Of these, both the drilling 
company and the Canatuan mine have revenues and the undernoted information complements the information presented 
in the consolidated financial statements. 


Segment information: 


2003 2002 

cn ee ee eee ee Re aa ea ee ree ee ee a ee ee re a ee ane ee ine ee ee ee nn eee e ee 
Drilling Canatuan Total Drilling 
Revenues from external customers $ 1,521,191 $ 2,123,612 $3,644,803 $ 756,531 
Interest expenses on long-term debt - - - 256,424 
Depreciation 134,476 - 134,476 125,000 
Segment earnings (loss) 434,911 (732,569) (297,658) (705,386) 
Segment assets 1,276,376 8,400,600 9,676,976 544,236 


Tvl 
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Reconciliations: 


2003 2002 

BERETS DEE LTT TE OE TRY SI BEIT I NIL LIEBE ELSI LO LY IEEE OECD POG HOT INE IE EIN 

Drilling Canatuan Total Drilling 

Revenues: 

Sales $1,521,191 $2,123,612 $ 3,644,803 $ 756,531 

Interest 29,152 - 29,152 23,589 

Total revenues $ 1,550,343 $2,123,612 $ 3,673,955 $ 780,120 

2003 2002 


Net earnings (loss): 


Net segment losses $ (297,657) $(705,386) 
Administrative costs (820,758) (727,604) 
Business development (345,174) (1,218,704) 
Amortization of debenture discount (237,530) - 
Reduction in non-controlling interest 362,929 - 
Gain on settlement of debt - 3,028,622 
Gain on sale of property 50,000 50,000 
Interest 2952, 23,589 
Net earnings (loss) for the year $ (1,259,038) $ 450,517 


Assets and capital expenditures: 


2003 2002 

TILE E TE LTS IEEE IE SEE IT EL IDG SIE GED OLY IT EE ET EE TON SEEDS TES Te 

Property and Property and 

equipment equipment 

Assets expenditures Assets expenditures 

Drilling services $1,276,376 $ 261,206 $ 544,236 $ - 

Exploration and development 8,400,600 83,724 8,418,985 ~ 

Other 2,643,449 = 154,197 94,755 


$12,320,425 $ 344,930 $ 9,117,418 $ 94,755 


Geographic information: 


2003 2002 
ON a ae 
Property and Property and 
Revenues equipment Revenues equipment 
Philippines $2,538,642 $9,101,764 $ 756,531 $8,779,339 
China 1,106,161 - - - 
Canada ZOOM 2 = 23,589 = 


$3,673,955 $9,101,764 $ 780,120 $8,779,339 


Revenues from four of the drilling subsidiary's customers represented 99% (2002 - 61%) of drilling subsidiaries revenues of 
$1,521,191 in 2003 (2002 - $756,531). 
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9. 


Commitments: 

In 2002, the Company entered into lease-option agreements in the Peoples Republic of China under which, in exchange for 
cash payments and expenditures on the properties, it will have the option right to purchase the properties outright. The 
Company has the option, at any time, to accelerate the acquisition of the property outright through the payment of the 
balance of all cash payments owed. The terms of the agreements begin 45 days after all final government approvals have been 
received. At December 31, 2003, such approvals were in process, but not all had been received. By March 15, 2004, all approvals 
had been granted and the first payments under the agreements have been made in 2004. The following table shows the 
expected level of expenditures assuming exploration on the properties is successful: 


Cash Work 


Year Ended Payments Commitments 
La a a 


March 15, 2005 US. $ 82,145 U.S. $ 251,264 
March 15, 2006 154,625 IZA ISE? 
March 15, 2007 231,935 1,014,720 
March 15, 2008 280,260 1,570,400 
March 15, 2009 367,235 2,174,400 


1,116,200 5,522,976 


Option right to purchase the properties by September 15, 2009 7,883,800 - 


10. 


11s 


(a) 


U.S. $ 9,000,000 US| $25,52210716 
CAD $ 12,250,000 CAD $ 7,511,250 


The Company has agreed to pay a finder's commission to an unrelated third party, based on actual expenditures, of 
approximately 4.5% (equivalent to U.S. $653,680 or CAD $889,000), in addition to the above amount. 


The Company rents its office premises and some equipment on long-term leases. The annual minimum rent payments amount 
to approximately $127,000 in 2004 and $31,000 in 2005. Certain recoveries are made from related parties (based on cost) and 
other parties under short-term sub-leasing arrangements. 


Contingencies: 

A preliminary assessment of a Canadian property formerly owned by the Company shows that there are environmental 
concerns. The Company was indemnified by the vendor against all potential claims arising from the vendor's ownership of the 
property. It is management's opinion that the Company would not be liable for any environmental damages that existed at the 
time the property was acquired. 


The Company has also been named as a co-defendant in a claim regarding its acquisition of the property in 1992. In the 
opinion of management, no amount of damages is likely to be paid in connection with this claim. This property was sold during 
2002 with no recourse to the Company for any title defect. 


Per share data: . 

At December 31, 2003, there were 293,498,756 (2002 - 183,841,664) common shares outstanding. The weighted average 
number of common shares issued and outstanding for the year ended December 31, 2003 was 219,943,202 (2002 - 
149,170,516). No adjustments were required to the weighted average number of common shares or reported net earnings 
(loss) in computing diluted per share amounts. 


. Financial instruments: 


Interest rate: 
As at December 31, 2002, the Company was exposed to floating interest rates with respect to convertible debentures. 
These were all redeemed in 2003. 


Foreign currency exchange risk: 
The Company earns revenue, incurs expenses, records accounts receivable and accounts payable in U.S. dollars, Philippine 
pesos and Chinese Renminbi and is therefore exposed to currency risk. The Company has no program in place for hedging 
foreign currency risk. 


Price risk: 
The Company produces gold and silver, both of which are sold at prevailing market prices. There are no forward sales, and 
the Company does not engage in price-hedging activities. 


Credit risk: 
The Company's accounts receivable are primarily with customers that are subject to normal credit risks. 


Fair value: 
The carrying value of the Company's financial assets and liabilities approximated their fair value at December 31, 2003. 
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